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Telephones 
at the 
grassroots 


GENERAL 


The big job of meeting the 

telephone needs of up-and- 

coming communities through- 
out America has been the traditional aim 
of the Leich Electric Company, a subsidiary 
of General Telephone & Electronics. 


As a manufacturer of telephone instru- 
ments and switchboards for business offices 
and smaller telephone exchanges, Leich is 
a leading supplier to the more than 3,000 
Independent telephone companies situated 
in the areas of the nation where the growth 
rate is highest. 


Leich has maintained its position in the 
forefront by continually advancing the 
quality and versatility of the specialized 
equipment it produces. 


This is just one of the many ways we make 
it our business at General Telephone & 
Electronics to bring together the talents 
of many people and the facilities of many 
companies — all working to advance the 
science of modern communications through 
sight and sound. 


By developing new methods and new prod- 
ucts for industry and home, General 
Telephone & Electronics is building for 
what it believes is bound to be — a grow- 
ing future in a growing America. 


Leich Electric Company 


General Telephone Operating Companies in 31 states 
General Telephone & Electronics Laboratories Incorporated 
General Telephone & Electronics International Incorporated 
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Leich Electric Company 
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TELEPHONE & FLECTRONICS 


730 Third Avenue, New York 17 


+ Last month Celanese reached an agree- 
ment with Farbwerke Hoechst of Germany to 
build a jointly owned plant within the Com- 
mon Market to produce and market Darvan, a 
nytril fiber in Europe. 


+ Darvan is an extremely interesting new 
chemical fiber with extraordinary warmth and 
luxury. It was originally developed by a major 
rubber company. Last year, Celanese bought 
the world rights to Darvan and since then has 
worked out a number of technical dyeing and 
finishing problems that have been retarding its 
market penetration. 

+ Celanese actions in acquiring, develop- 
ing and licensing Darvan abroad rather clearly 
illustrate several fundamental aspects of our 
operating philosophy. 

First, the selection of Darvan is consist- 
ent with our concentration on polymer chem- 
istry as our basic technology. 

* Second, the purchase of a high potential, 
but not-yet-perfected product makes sense for 
us. Our research efforts are strongly focussed 
primarily on application and development. And 
we are equally as interested in making existing 
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Why Celanese 

is building 

a new-fiber plant 
in Germany 


polymers marketable as we are in creating new 
“starting materials.” 


* Third, as a new textile fiber, Darvan not 
only broadens our product range but it utilizes 
our considerable merchandising know-how in 
the textile industry. 


Finally, and most important of all, are 
our reasons for going into Germany. 


* Celanese is extremely world-market 
minded. We believe there exist highly attrac- 
tive profit opportunities in many parts of the 
world for our products and processes. 


“& In the case of Darvan, our market re- 
search showed that Europe, to a far greater 
extent than the United States, is still a wool 
economy. And there appears to be an even 
greater opportunity for a superior wool re- 
placement fiber there than in the domestic 
market. 


+ Darvan in Europe is but one of many ex- 


amples of Celanese expansion at home and 


abroad in the field of polymer chemistry. 
#& Celanese Corporation of America, 180 
Madison Avenue, New York 16, N. Y. 
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For industrial, commercial and domestic applications, natural gas 
continues to be the preferred fuel in the service territory of 
Columbia Gas System in Ohio, Pennsylvania, West Virginia, 
Kentucky, Virginia, Maryland and southern New York. 


Here nearly a third of the nation’s gas customers live and work. 
Columbia Gas System service contributes directly to their com- 
fort, convenience and economic advantage. 
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Bull Market of October, 1957-196? 


by William Kurtz 
Paine, Webber, Jackson & Curtis 


The paradox of sharply rising stock prices and declining earnings is not 
new but still creates confusion and head-shaking among Financial Analysts 
and the public. In this writer’s opinion, the market’s performance is not 
out of line with historical relationships. 

Essentially, institutional investors have become convinced of an early 
and sustained upturn in business activity. Such leading economic series as 
increased bank reserves, construction contracts awarded, prospective in- 
creased government expenditures, advanced state of inventory decumulation 
in the face of high level of final demand suggest an early end to the 
1960-1961 recession. Moreover, the new administration’s avowed intent 
of stimulating business to achieve a more aggressive rate of economic 
growth did not go unnoticed in Wall Street. 

President Kennedy frequently mentions the urgent need to modernize 
our plant and equipment facilities in order to accelerate the country’s 
economic growth rate. Sophisticated investors know that dynamic stock 
market periods generally go hand in hand with capital spending booms. 
Our last capital investment peak occurred in 1956-57, coincident with the 
top of a bull market which started in 1949. The combined impact of 
determined government stimulation and normal business recovery could 
generate another boom in capital expenditures during the years 1962-64. 

If we are in the early stages of a three-year, rising market, trading volume 
of five or six million shares daily should not be considered abnormal. Past 
relationships suggest that present trading activity could readily double by 
1964 if we are in a broad market uptrend. At this point it is appropriate 
to show how past market turning points may be of help in correctly 
classifying the current equity market scene. 

Over the last 70 years, there has been a consistent pattern of major 
market peaks every nine years, on average. As indicated above, this 
phenomenon may be related to the nine-year business cycle. We have 
classified major bull market peaks in 1890, 1899, 1909, 1919, 1929, 1937, 
1946 and 1956. Based on historical experience alone, one might expect 
another top in 1964 or 1965. Moreover, the combined effects of govern- 
ment policy and the passage of time since the last capital spending boom 
strongly suggest a new investment spending spurt during 1962-64. The 
stage has been set for the unfolding of a typical nine-year business cycle 
peak three years from now. 

Actually, one need not rely solely on prospective developments in order 
to properly classify the market’s present phase. We have been in a bull 
market trend since October, 1957. It was interrupted by an interim decline 
in 1960 and is now in its second stage. As indicated in accompanying table 
all bull markets have traced out a first peak, an interim decline and a second 
peak which marked the end of the upward trend. A similar two-stage 
structure also exists for bear market periods. These various market stages 
are not so regular in amplitude or in timing that one can get rich by fore- 
casting market movements. They are only useful for classifying the type 
of market trend in effect at any given time. 

For example, we seem to be in the second stage of a bull market that 
began in October, 1957, but this information alone cannot help us estimate 
how high the market may go or how long it will continue in its upward 
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CEMENT SALES 
Down 1.3% from 259 to $55,130,272. Moderately higher selling 
prices offset much of the loss from 4.2% less volume. 


NET INCOME 

Down 0.9% to $9,404,413 because of 2 non-recurring net charge 
of $337,237. Improved selling prices and further operating effi- 
ciencies helped to keep decrease low. 


HIGHLIGHTS — 


from Marquette’s 


COMMON SHARE EARNINGS 
Down 4¢ a share from °59 to $3.51, after non-recurring charge. 


1960 Annual Report 


COMMON DIVIDENDS 
$1.80 a share in >60—5.97% more than in ’59. Current quarterly 
rate remains at 45¢. 


TAX REFUND CLAIMS 

Legislation in ’60 nullified tax refund claims aggregating 
$16,511,994 and caused us to pay $7,059,940 for taxes withheld. 
Latter amount was included in current liabilities. 


GROWTH 

Four cement plants acquired early in 761 expand our market from 
18 states to 29 and annual clinker capacity from 16,970,000 barrels 
to 23,390,000. After modernization, capacity will rise to 25,040,000 
barrels. 


1961 PROSPECTS 

An estimated 2.2% increase in new construction and expected 
better general business in the last half could bring about from 
to 4% more cement use in 61. 


Copies of our 

| 7 complete Report 
for 1960 are 
available upon 

request. Write 

to Director of 

Public Relations 
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Marquette Cement 
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On a Deam 
Of light’ 


New Bell Telephone discoveries suggest 


light as a future carrier of vast numbers of 


telephone calls, TV shows, data messages! 


Bell Telephone scientists recently trans- 
mitted the human voice for the first time 
on a beam of “coherent” infrared light. 

To do this they used their new Optical 
Maser—a revolutionary device which may 
someday make light a new medium for 
telephone. TY and data communications. 

Here’s why: 

Light waves vibrate tens of millions of 
times faster than ordinary radio waves. 
Because of these high frequencies, light 
beams have exciting po ilities for han- 
dling enormous amounts of information. 

Ordinary light waves—the kind put out 
by your living room lamp—move like an 
unruly mob. Coherent light waves move 
like disciplined soldiers. Theoretically 
they can be controlled, directed and mod- 
ulated just as radio waves are now. 

The possibilities are breath-taking. 
Light beams might be transmitted through 
long pipes. or could someday be just what 


are needed for communications in space 
—for example, between space ships. 

Many other uses for coherent light 
beams are being thought of as Bell Labo- 
ratories experiments go forward. Contin- 
uing research like this requires adequate 
telephone company profits so that we can 
bring you the latest service improvements 
at the earliest possible time and the low- 
est possible cost. 


Bell Laboratories scientist adjusts new Optical Maser 
model, first such that operates continuously. Maser 
uses very little power, transmits narrowest light beam 
ever achieved. Name stands for ‘‘Microwave Amplifi- 
cation by Stimulated Emission of Radiation." 
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SUPERMARKETS 


The Changing Relationship Between Sales, Rents and Profits 


by Eugene M. Lerner and Marvin Schwartz 


FOR THE PAST DECADE the rent and lease expenses of 
food stores have steadily mounted. Latest figures indi- 
cate that these charges, as a percentage of sales and as 
a percentage of profits after taxes, are now at the all 
time high of 1.26 and .97% respectively, up from .76 
and .59% in 1950. 


The annual report of National Tea indicates that it 
covered its rental payments four times in 1950 but less 
than two and one half times in 1959; Grand Union’s 
coverage dropped from 3.9 to 2.7 times; and American 
Stores’ coverage fell from 4.1 to 2.6 times during the 
same period. Winn-Dixie and Jewel Tea, however, im- 
proved their coverage. 

These developments could have widespread reper- 
cussions. If the trend toward reduced coverage con- 
tinues, then only a modest drop in sales arising through 
a general economic recession or increased competition 
could jeopardize the quality of food store securities. 
One consequence would be that borrowing costs would 
rise, lowering profits still further. Another would be 
that the securities of food store chains would command 
a lower price earnings multiple in the capital market. 


UNPRECEDENTED GROWTH 


The past decade witnessed a period of unprecedented 
growth in the grocery industry. Combined annual sales 
of 10 large chains rose from $7 billion to $14.1 billion 
and net profits rose from $89.2 million to $181.2 mil- 
lion. The high and rising level of disposable income, the 
increase in total population, and the shift in population 
away from congested areas to more suburban sections 
provided a favorable environment within which aggres- 
sive firms could increase their sales. 

Food chains responded by closing their old stores and 
opening newer, larger outlets. Safeway operated 1,998 
stores in 1954 and 2,186 in 1960. Food Fair increased 
its supermarkets from 230 to 430 and National Tea 
rose from 711 to 900 during the same period. Not all 
the chains, however, increased their total number of 
outlets: the A & P, American Stores and Kroger each 
closed about 300 outlets. 

The rise in sales per store showed a more consistent 
pattern than the change. The statistics are striking: 
A & P averaged $683,000 in sales per store in 1950; by 
1959 the average climbed to $1.2 million. Safeway went 


Dr. Eugene M. Lerner is Assistant Professor of Economics 
at The City College of New York. Marvin Schwartz is asso- 
ciated with Neuberger Berman and Company. 
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from $578,000 to $1.1 million. Food Fair, which al- 
ways had relatively large stores, rose from $1.3 to $2 
million. This, then, was the most important reason for 
the continued growth in both dollar sales and profits. 

Approximately 17% of this rise in sales per store 
resulted from the rise in food prices. The greatest pro- 
portion of the rise in sales—83%—came because the 
stores developed the capacity to handle a greater volume 
of goods. The 1950’s marked the end of the Ma and Pa 
grocery store; the large supermarket with large parking 
fields became the norm. 

These new stores were financed largely through sale- 
lease-back agreements. Prof. Harry Guthmann has 


SUPERMARKETS ABROAD 


The sale-lease-back device is a popular method of 
financing supermarkets abroad as well as at home. 
The International Basic Economy Corp., a Rocke- 
feller Brothers’ privately owned company, uses the 
instrument to avoid tying up its capital. IBEC oper- 
ates supermarkets in Venezuela, Argentina, Peru and 
Italy. 

IBEC’s supermarkets charge substantially lower 
prices than the typical small grocery store in these 
areas. Sales have boomed; and perhaps as a conse- 
quence, local authorities in some areas have been 
slow to issue permits enabling the company to open 
additional outlets. 

Abroad, as at home, the supermarket chains have 
developed their own sources of supply. This, plus 
the high turnover of capital, permits low operating 
margins to generate growing profits. 


spelled out the advantages of this kind of financing. It 
offers the tenant: 


(1). Maximum flexibility. Direct ownership of all 
the stores would involve the repeated flotation of large 
blocks of securities. Interest charges would be high for 
there would be periods when the funds would not be 
fully utilized. Sale-lease-back arrangements avoid these 
costs through peacemeal financing. 

(2). Complete financing. Direct ownership would 
call for a mortgage plus some of the firm’s high cost 
equity. Tenants, in effect, borrow 100% of the value 
of the property. Earnings are, therefore, more highly 
leveraged than they would be under direct ownership. 
Chains, then, do not tie up their funds in real estate 
when they rent. During the past decade, real estate 
values have risen and many supermarkets today com- 
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mand a market price far in excess of their landlord’s 
book value. By not owning their stores, the chains lost 
an opportunity to realize capital gains. But if the man- 
agement of the food chains have greater skill in mer- 
chandising food than in speculating on real estate, then, 
given their limited equity resources, they earned higher 
returns by concentrating in the area they know best. 


(3). Improved balance sheet. Rent is a charge 
against current income and appears only as a memo- 
randum item on the balance sheet. In spite of their 
high leverage, the balance sheets of food chains typically 
indicate little or no fixed indebtedness. As a conse- 
quence, both interest and rent charges are lower than 
they would otherwise be. 


(4). Relief from borrowing restrictions. Because of 
the peacemeal financing and the clean balance sheet, 
food chains are capable of borrowing larger sums with- 
out restrictions than if they were to float a single large 
bond issue. No single landlord, for example, is likely 
to impose a working capital requirement or a dividend 
restriction. 


(5S). Tax advantages. The net rental under the sale 
and lease back usually amortizes the landlord’s costs of 
investment over the period of the lease. The rental pay- 
ments are frequently large enough to amortize the cost 
of land as well as the building. If rental payments are 
larger than depreciation charges, accelerated deprecia- 
tion may in effect take place. The full scope of these 
benefits will depend upon the terms of the lease. 


In addition to these financial advantages, renting also 
increases a chain’s operating flexibility. Neighborhoods 
change and the shift in population influences the earn- 
ing power of a particular store. As a tenant, the chain 
can easily leave undesirable neighborhoods when the 
lease expires, and move to more attractive areas. Con- 
versely, if the neighborhood improves, the chain can 
usually exercise an option and extend the lease. More- 
over, supermarkets themselves become obsolete at a 
rapid rate. A parking lot with a capacity for 20 cars 
may have been adequate in 1950; it is ludicrous in 
1961. The area within the store itself has also increased 
markedly. 

For a multiplicity of reasons, then, food stores prefer 
to rent. They have been able to utilize the sale-lease 
back device and thereby assume the fixed charges with- 
out restrictions because of their historic stability and 
growth of sales and earnings. Like a public utility, they 
have been able to leverage their earnings and thereby 
enjoy a higher rate of return on their equity. But unlike 
a utility, food stores operate within a highly competitive 
industry. Have the food chains found the sale-lease 
back so congenial a financing instrument that they have 
used it to overextend themselves? The following data 
was assembled to help provide an answer. 


Financial Margins 


Gross operating margins have risen every year since 
1950. (Table 1.) Kroger’s gross profit margin of 
20.3% in 1959 was the highest of the firms studied. 
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Table 1 


Gross and Net Profits as a Percentage of Sales 
Gross Profit 


9 Stores 10 Stores Net Profit 
Year (Excluding A. & P.) (Including A. & P.) 10 Stores 
1950 see es 15.6% 1.28% 
OD pees ee eae 14.5 94 
LO52 eRe rea 15.1 90 
OY 5 noe ie eee ee 15.7 97 
195452 seee Se 15.9 AMY 
1:95 Gy peer ah ae ee 16.1 14.9% 1.03 
1 Sag ee ee Fe 15.0 1.20 
LOST pete ee Eee 16.6 1.28 
O58 eer ne civ es 17.0 1.28 
LOH OS ee ae ae oo lan 17.6 1.29 


Source: Annual Reports of various companies. 


Grand Union’s and Safeway’s margins were 19.7 and 
19.6%, respectively. Both A & P and First National, 
with little more than 15%, had the lowest gross operat- 
ing margins. 

In spite of the steady secular rise in gross profit 
margins for the 10 firms combined, net margins after 
taxes were virtually identical in both 1950 and 1959. 
The secular improvement in gross profits, then, was not 
successfully carried down to net income. 


Data in Table 2 show one reason why net profits as 
a percentage of sales remained stable though gross 
profits rose. Between 1950 and 1959, rent and lease 
expenses tripled. 


The improvement in gross profits permitted the times- 
rent-earned statistic to remain virtually stable for the 10 
firms combined at 3% times from 1950 through 1957. 
The coverage fell in 1958 and 1959, and preliminary 
data for 1960 indicate the drop in coverage will 
continue. 


“In 1959, coverage for individual firms ranged from 
over 5 to under 2.5 times. Winn-Dixie and Jewel were 
the industry leaders; Grand Union and National Tea 
the laggards. 


The margin of safety is a concept employed by 
Financial Analysts to indicate how much sales can fall 
before a particular fixed charge is no longer covered, 
if there is no corresponding reduction in operating ex- 
penses. The term is usually applied to the coverage of 
interest payments in order to determine the quality of 
a bond. The concept can, however, be applied to rent 
and lease expenses because they too are fixed and 
mandatory charges. 


For the industry as a whole; the margin of safety has 
been rising. The dispersion among individual firms, 
however, is very great. Winn-Dixie, for example, could 
sustain a 4.5% drop in sales and still meet the rent bill 
even if there were no corresponding drop in operating 
expenses. National Tea, however, could sustain only a 
2.2% decline in sales. The correspondence between 
times-rent-earned and the margin of safety is close but 
not perfect. 


But costs will rise as sales decline. If the gross profit 
margins for all stores were 20%, then for every 
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w.R. GRACE 


Earnings for 1960 of $16.2 million were 
slightly below 1959. However, chemical 
profits were up 11%, the third consecutive 
year of higher chemical sales and earnings. 
Chemicals accounted for over 75% of pre- 
tax operating earnings. This improvement 
reflects the new products resulting from re- 
search as well as the increased capacity and 
efficiency generated by the $100 million ex- 
pansion in chemical facilities over the past 
five years. 

In the growing packaging field, Cryovac 
bags and films as well as a wide range of 
sealing compounds give Grace an important 
world-wide position. In plastics, the capacity 
of our polyethylene plant is being increased 
and sales continue to rise sharply. Cosden 
Petroleum Corporation, 53%-owned sub- 
sidiary, has also expanded in chemicals. 
The demand for agricultural chemicals has 
also risen. 

Earnings increased from our diversified 
Latin American business. However, difficult 
conditions continued in the shipping indus- 
try and Grace Line operated at a loss for 
the first time since 1932. We expect im- 
provement in this situation. 

In our Libyan petroleum operations, in 
which we are associated with Standard Oil 
Company (New Jersey), and Texas Gulf 
Producing Company, two successful wells 
in an entirely new area were brought in 


during 1960. 


For a copy of the Company’s 1960 Annual Report, 
write to the Public Relations Department, 
3 Hanover Square, New York 4, N. Y. 


w.r.GRACE eco. 


Executive Offices: 7 Hanover Square, New York 5, N. Y. 


Highlights of the Year's Operations 
Year Ended December 31 1960 


Sales and Operating Revenues.....cccscscseseseseeee $552,870,918 


Net Income After Taxes......ccsceeee $ 16,220,381 
Per Share of Common Stock $ Bie 

Cash Dividends Paid: 
Preferred otockhsismaemccssaniteeraias $ 928,664 
Common Stocks +05. Meee een $ 7,579,657 
Per Shane =— 26 Tate (0 fcsancassccoce $ 1.60 
Stock Dividend Paid on Common...........::::00++ 2% 
NeteWorking Capita lies crcceciicnceoetsints $133,052,482 
Current Rationecsc tee citer centcaentie 2.3 to 1 
Netabirved vAGsetc.icais mrss ots uruntanitanscnatsanse $275,331,819 
Stockholders’ Equity per Common Share........ $ 49.28 
Number of Common Shares Outstanding........ 4,874,816 
Number of Common Stockholders........::.::s0000 31,306 
Numberrof imployees.iisc-cssissvtsatsvssepacsssticuersecse 40,600 


1959 


$476,789,610 
$ 16,466,440 
$ 3.35 


$ 928,664 
$ 7,343,155 
$ 1.60 
2% 
$138,135,774 
2.5 tol 
$232,735,277 
$ 48.89 
4,771,540 
30,052 
41,000 


Table 2 


Times Rent Earned and Margin of Safety for Ten Firms Combined 


(in $000,000) 


1950 1951 1952 1953 


Gross Sales - 


ae 


7,040 7,956 8,646 9,270 
2. Net Profits Before 
Rent and Taxes 226 211 244 283 
8. Rent and Lease 
Expense re : 53 60 74 838 
4, Balance (2) — (8) 173 151 170 200 


5. Times Rent Earned 


(2) + (8) 48% | 18.656, US.o eae 


6. Margin of Safety 


(4) + (1) 2.5% 1.9% 2.0% 2.2% 


dollar that sales declined, costs would fall by 80 cents. 
Under this set of conditions, the margin of safety would 
be greater than the figures indicated in Table 3 by a 
factor of five. Winn-Dixie could sustain a 22% drop 
in sales; Jewel Tea a 19%; Grand Union a 12%; and 
National Tea an 11% decline before profits fell to zero. 
These figures are overstated because the average margin 
is not as high as 20% and because the marginal dollar 
in sales earns more profit than the average dollar. 

The food chains have found the sale-lease-back a 
congenial financing device and have used it to build 
ever larger and more attractive stores. Rental charges 
as a consequence have mounted to a startling extent. 
The rise in gross profit margins have enabled the in- 
dustry as a whole to meet its rental payments by a 
comfortable margin. In individual companies, adverse 
trends are found. In all cases, however, the margin of 
safety, the amount by which sales can fall without 
jeopardizing profits, is quite modest. 

The Ma and Pa stores have been displaced, and they 
cannot be displaced again. One source of future sales 
gains is therefore gone. Once a new supermarket is 
built, it in turn becomes vulnerable to the competition 
of an even newer, larger, and more attractive store being 
located nearby. Each new competitor need capture only 
from 10 to 20% of the sales to leave the average super- 
market close to or behind its break-even point. 

Market Valuation 

There is fragmentary evidence that the unfolding de- 
velopment in the relationship between rents and profits 
is recognized in the market place. In the past, the 
market price of food stocks outperformed the Dow- 
Jones Industrial Average during periods of contraction 
(See Table 4). Between January and September, 1953, 
for example, the Dow-Jones average fell by 15%. 
Market values of the 10 major food chains, however, 
rose by 4%. 

Between April, 1956, and October, 1957, the Dow- 
Jones average fell by 22%. Once again food stocks 
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1954 1955 1956 1957 1958 1959 
9,761 10,529 11,573 12,528 13,459 13,963 
294 324 404 474 492 552 
89 98 117 133 155 176 
205 226 287 341 337 376 
30x 3.3 X 3.4x 3.6 SH 3x 


2.1% 2.1% 2.5% 2.7% 2.5% 2.7% 


Table 3 


Times Rent Covered and Margin of Safety 
for Ten Food Chains in Fiscal 1959 


Times Rent Earned Margin of Safety 


Winn-Dinie? 9. ae 5.0 .045% 
Jewel AA's .038 
hirste Nationals 2.2. ssa 4.7 .032 
WOOO Sain ase eee 4.1 .028 
A. & P. 3.9 .021 
Kroger —_ ou .029 
Safeway 3.0 .032 
American Stores _ 2.8 .022 
GrandsUinigngs..= eae 2.6 025 
National Teas sa 2.4 .022 


Table 4 


The Percentage Change in the Dow-Jones Industrial 
Average and 10 Food Chains During Selected Periods 


From Jan. 1953 From April, 1956 From Jan. 1960 


to Sept. 1953 to Oct. 1957 to Oct. 1960 

Dow-Jones _. —15.9% — 2.2% — 1.8% 
American Stores __ 0.0 +13.4 —17.3 
First National ___ + 9.1 —10.7 —18.3 
Wood ain 2 ocaee ss + 7.7 —35.9 — 6.3 
Grand Union ____ 0.0 +12.2 —15.9 
wewel Tease oF — 5.0 +11.6 —12.0 
Kero centi 2 ee a ero +28.1 —18.5 
National Tea) =. 9 2E 5.8 0.0 —26.8 
Winn-Dixie 2 ot) + 8.3 +21.0 
Safeway aces se we eRe +30.0 — 9.5 
cA <n wegen ee 0.0 + 5.5 —17.9 
Average ____ + 41 + 6.3 —12.2 


rose, this time by 6%. But this trend has now been 
reversed. Between January and October, 1960, Dow- 
Jones fell by 18% and food stores declined 12%. If 
Winn-Dixie were excluded from the computation, food 
stores declined 16%. 

Whether food chains will be able to improve their net 
profit margins and reverse the trend that is developing 
remains to be seen. Preliminary data for 1961 indicates 
that the reversal has not, as yet, begun. 
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Looking Ahead With Armco 


Armco Steps Up 
Plant Improvement 
Program in 1961 


Armco’s long-range program for im- 
proving operating efhiciency and broad- 
ening product lines will move ahead at 
a stepped-up pace in 1961. 

With benefits from earlier capital 
investments already being realized, 
Armco is planning to increase capital 
spending by 67% over the 1960 rate. 

Major projects are under way at al- 
most every location where Armco pro- 
duces steel and steel products. The 
Armco Division is installing a new con- 
tinuous coating line (the world’s 
largest) at Middletown, Ohio; new 
stainless steel facilities at Butler, Pa.; 
new warehousing facilities at Balti- 
more, Md. ; new processing and finishing 
equipment at Ashland, Ky. 


This Steelmark says a product 
is made of modern, depend- 
able stee/. Use it on products 
you make; look for it on 
products you buy. 


Armco’s National Supply Division is 
beginning work on a major pipe mill at 
Ambridge, Pa. The Shefhield Division 
is building a combination slabbing and 
plate mill at Houston, Texas. New 
spiral welded pipe facilities for Armco 
Drainage & Metal Products will be un- 
der construction at Middletown. 

A plant to produce alloy steel grind- 
ing balls for nearby copper mines will 
be completed in Chile this year. Armco 
Chile S.A.—a new corporation formed 
by Armco International Division and 
Compania Electro Metalurgica S.A. of 
Santiago—will operate the plant. 

Growing demands for special steels 
that meet more exacting requirements 
are behind much of this building pro- 
gram. Greater efficiency in production 
will be another result. 

Research on new products and the 
processes to make them will continue to 
receive highest priority at Armco. 


New Econo-Beam Guardrail 

Has Many Off-Highway Uses 
A new light-gage guardrail for such 
non-highway uses as parking lots, drive- 
in restaurants and similar applications 


has been introduced by Armco Drain- 
age & Metal Products. 


aS * 

Called Econo-Beam, it is galvanized 
on both sides and does not require 
painting to protect it against the weather. 
It is spliced with just four bolts, instead 
of the eight used for regular highway 
guardrail. Lightweight sections are fas- 
tened to steel, timber or concrete posts 
by a single bolt. 


Cr ae 
ARMCO 


Armco “Graduate” Course 
Develops Management Skill 


Development of management from with- 
in the corporation has always been an 
Armco policy, and a new Armco-devel- 
oped program, “The Profession of 
Management,” has an important role. 
Armco managers at all levels are 
studying the principles of scientific man- 
agement as they relate to Armco. 
Managers attend a series of seven 
film showings. Each showing is followed 
by conference sessions in which specific 
principles are applied to local prob- 
lems. Armco Steel Corporation, General 


Offices, Middletown, Ohio. 


Divisions: Armco - Sheffield - National Supply - Drainage & Metal Products - International 


ROCKWELL-STANDARD CORPORATION 


Intensified Expansion Program in 1960 


For the complete story, 

ask your broker for a copy 

or write to: Secretary, 
Rockwell-Standard Corporation 
Coraopolis, Pa. 


STEPS TAKEN TO FURTHER STRENGTHEN ITS 
POSITION DESPITE GENERAL ECONOMIC DECLINE: 


ACTIVATED greatly enlarged and newly centralized research center 


in Birmingham, Michigan. 


COMPLETED new universal joint plant in Fairfield, lowa. 
ENTERED Australian market through affiliation with |. E. L.-Rock- 


well Pty. Ltd. 


ADDED Companhia Teperman de Estofamentos, and Ibesa-Rockwell 


Metalurgica Ltda. as manufacturing affiliations in Brazil. 


EXPANDED investment in Cobrasma-Rockwell Eixos S. A., already 


large Brazilian axle manufacturing operation. 


LICENSED Diesel Nacional, S.A. in Mexico. 
ENTERED Argentine market through arranging to license and acquire 


an interest in Artimsa S.A.1.C. 


Add to this progress in planned expansion, those factors that reflect the enormous 
financial strength and stability of the Company and you will understand why our 
annual report is titled STRENGTH... THROUGH DYNAMIC DIVERSIFICATION. 


ANNUAL REPORT HIGHLIGHTS 


1960 1959 1958 
in millions 


Working capital 
Shareholders’ equity 
Outstanding shares 


Net income 
Total cash flow 
Cash dividends 


Net income: 


Shareholders of record 30,099 29,102 


No borrowed funds—short or long-term 


ROCKWELL 


GENERAL OFFICES: CORAOPOLIS, PENNSYLVANIA 


An Effective Yardstick of Common Stock Value 


by Joel H. Hirsch 


TWO QUESTIONS WHICH SHOULD BE CONSIDERED IN 
EVERY PURCHASE OF COMMON STOCKS ARE: 


1. Is the company stable, soundly financed and 
reasonably certain of continuing in business? 

2. Is the stock properly priced in relation to its 
underlying value? 


It is an interesting commentary on human nature— 
and the stock market is a numerical picture of human 
nature with its hopes and fears—that a great amount of 
effort and study is usually devoted to the first question, 
while the second is either given the most cursory treat- 
ment or wholly ignored. 

This difference in emphasis is reflected in the fact 
that vast numbers of individuals and some 16,000 in- 
vestment clubs spend tremendous amounts of time and 
effort trying to find appropriate companies in which to 
invest, usually rediscovering and reanalyzing statistics 
on business performance to arrive at opinions on com- 
pany soundness that could have been acquired from the 
published ratings and reports of any one of several ex- 
cellent financial services. On the other hand, so little 
attention is devoted to trying to find out whether the 
stock is reasonably priced in relation to its underlying 
value that only one financial service provides any quan- 
titative approach to this side of the problem, and the 
timeworn Price-Earnings Ratio with all its crudities and 
inadequacies is still the accepted criterion for pricing 
stock purchases. It is the purpose of this article to 
present an effective statistical yardstick for measuring 
the underlying value of common stocks as a means 
of making sophisticated purchase decisions. This pro- 
cedure is offered, not primarily as a way to make money 
in the stock market, but rather as a way to keep from 
losing it. 

This yardstick or measure of value has resulted from 
study of a large volume of data on the behavior of 
common stocks, employing the latest statistical tech- 
niques. It was found that a relatively high degree of 
correlation exists between yearly average stock prices 
and annual earnings and dividends. By means of a 
system of ratios, discussed subsequently, it has been 
possible to generalize the correlation and make it ap- 
plicable to a wide range of stocks over a considerable 
period of time. 


Joel H. Hirsch has had a distinguished career in the indus- 
trial world. He holds chemical engineering degrees from the 
State University of Iowa, B.S., and the Massachusetts Institute 
of Technology, M.S. For eight years he was associated with 
Luis de Florez, consulting petroleum engineer in New York, 
and for several years was associated with Foster Wheeler Corp. 
Presently Mr. Hirsch is director of an engineering division in 
a large industrial research laboratory. 
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This correlation is expressed by the following equa- 
tion: 


(a) Re = 0.3946 + 0.5205 RuRo 


Where: 
Yearly Earnings 
Rr = Ratio: 
18-Year Average Earnings 
Yearly Dividends 
Rp = Ratio: 


18-Year Average Dividends 


Yearly Average Stock Price 
Rc = “Calculated” Ratio: 


18-Year Average Stock Price 


The underlying value (U) of a stock is calculated 
from the following equation: 


(b) Us Re Pave 
Where: U = Underlying Value ($/Share) 
Pave = 18-Year Average Stock Price ($/Share) 


Re as defined above 


A graphical solution of Equation (a) is given in 
Figure I and a sample calculation illustrating the com- 
plete procedure is included in the Appendix. 


Equation (a) above has been developed from data 
on 122 stocks for an 18-year period from 1941 through 
1958 (the latest year for which complete data were 
available). An 18-year period was selected to insure 
inclusion of a number of years when stock prices were 
low. One and perhaps two complete price cycles oc- 
curred during this period, with prices rising from about 
1942 to 1946, falling from about 1946 to 1949, and 
generally rising (with some lesser regressions in 1954 
and 1957) from 1949 until recently. To obtain data 
for a period of this length imposed some difficulties. 
More recent limited studies indicate that a 10-12 year 
period might have been adequate. 


The basis for selecting the 122 stocks correlated was 
somewhat arbitrary, representing a group that was of 
interest to the author because of the stocks’ general high 
quality and favorable tax status in his home state. It 
was desired to have a sufficiently large sample to insure 
reliability of the correlations, and it is believed that the 
number included amply fulfills that requirement. It can 
be said with some assurance that any other group of 
100 high-grade stocks would have provided correlation 
coefficients closely approximating those found in this 
study. In one instance, the correlation coefficients were 
developed for successively larger groups of stocks, com- 
prising 10, 24, 45, and 122 stocks, with relatively little 
change in the coefficients. In fact, the coefficients for 
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May-JUNE 1961 


Figure I 
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the entire 122 stocks: were only 20% different from 
those for the first 10 stocks correlated. 
Yearly Averages Employed 

The stock prices employed were the yearly averages 
of the monthly highs and lows. These yearly averages 
were then combined into 18-year averages and used to 
obtain values of (Rp), the ratio of each yearly average 


price to the 18-year average price for each stock. These 
were then correlated by the method of Least Squares 
against the corresponding ratios for earnings (Ry) and 
dividends (Rp) for some 2,189 sets of data from the 
122 stocks. To differentiate the observed price ratios 
(Rp) from those calculated by means of the correla- 
tion, the latter have been designated as Ro. 

Pertinent data on the various stocks are given in 
Table I together with Statistical data on the standard 
deviation, algebraic average deviation, and maximum 
positive and negative deviations for each stock. The 
correlation Equations (a) and (b) were used to calcu- 
late the underlying value for each stock for each year 
of its history during the period studied. The deviations 
are the difference between the calculated underlying 
value for a given year and the actual average price for 
that year. The over-all standard deviation for the 
2,189 sets of data checked against the correlation is 
+27.03%. On first thought this standard deviation 
might seem rather large, but further reflection brings 
out (1) that the correlation precision is quite good, 
considering the type of data being correlated, and (2) 
that these very deviations provide the basis for a profit- 
able investment policy. 

In any given year, the day-to-day stock prices vary 
considerably, so that the price range between the high 
for the year and the low for the year is often quite large. 
This difference may run as high as +50% from the 
mean price. In fact, for the stocks of Table J, the vari- 
ation from the mean prices for 1958 averaged +20.5%. 
This might be considered a measure of the “experi- 
mental error” of the data being correlated. These vari- 
ations reflect psychological factors, too numerous to 
mention and too ill-defined to evaluate, let alone pre- 
dict, which have little or no bearing on the underlying 
value of a stock. 

Over long periods, stock prices do reflect underlying 
values, but at any given time the market may be re- 
flecting what has happened some time ago, what will 


Table II 
CORRELATION EQUATIONS 


Deviations’ (% of Calculated Value) 


Maximum 
Algebraic 

Standard Average Positive Negative 

(1) Re = 0.0588 + 0.9417 Ru +46.30 3.05 989.8 — 74.5 

(2) Re. = —0.1553 + 1.1556 Ry 49.15 5.62 645.9 —935.6 

(3) Res = —0.1646 + 0.1555 Ry + 1.0094 Ry 46.09 5.88 842.3 — 637.1 

(a) (4) Ra= 0.8946 + 0.5205 Ry Ry 27.038 —0.34 121.5 — 78.5 
(5) Res= 0.5424 — 0.8161 Re + 0.6651 Ry Rv 26.28 —1.07 105.2 — 81.6 

(6) Rew= 0.1102 + 0.5509 Ry + 0.2915 Rx Ro 26.97 1.48 184.9 — 68.9 

(7) Rer= 0.2540 — 0.2873 Rw + 0.5825 Rn + 0.4806 Rx Rv 25.87 0,383 132.8 — 74.8 


Calculated Underlying Value of Stock, (U) = 


(Re) (Pave) 


Re = “Caleulated” Ratio: (Yearly Average Price) /(18-Year** Average Price) 
Ry = Ratio: (Yearly Earning’s)/(18-Year** Average Earning's) 
Ry» = Ratio: (Yearly Dividends) /(18-Year** Average Dividends) 


Pav, = 18-Year Average Price, $/Share 


“Sets of Data Correlated: 2,189 
*“"1941 Through 1958 
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Figure II 


Typical Price-Value Comparison 
(American Can Company — Common Stock) 
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happen some time in the future, or what it is hoped or 
feared may happen. Rarely does it reflect what is hap- 
pening. Thus, price changes usually precede or follow 
but rarely coincide with changes in earnings and divi- 
dends. Since the standard deviations from the corre- 
lation are based on comparisons of price and calculated 
underlying value for the same year, they are necessarily 
larger than would be the case if this difference in timing 
did not exist. 


In most instances where wide deviations from the 
correlation are observed, these differences are elimi- 
nated within one to three years. A typical example is 
shown in Figure II. It will be noted that prices tend 
to cycle around the line of underlying value calculated 
by means of Equations (a) and (b). This divergence 
of price and value provides opportunities for profitable 
investment, the correlation representing a trend line of 
underlying value. It will be noted that the yearly aver- 
age price was below the calculated underlying value 
in eight of the 18 years. In five more years the price 
was below value at some time during the year. 


Along with the correlation as defined in Equation 
(a), Least Squares correlations for six other combina- 
tions of the variables were developed and examined. 
This resulted in the seven equations, shown compara- 
tively in Table IJ, together with the standard deviations, 
algebraic average deviations, and maximum plus and 
minus deviations from each. Study of Table IJ indi- 
cates that there is a rather wide difference in the pre- 
cision of the equations, the standard deviations ranging 
from +49.15% to +25.87%. The power of the earn- 
ings-dividend interaction (R»R») is shown by the fact 
that the standard deviation drops sharply when it is 
included. It is believed that this development together 
with the use of ratios in place of absolute values for 


May-JUNE 1961 
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prices, earnings, and dividends represents an important 
advance over the published literature. Basing the cor- 
relation on ratios rather than absolute values enables 
each individual to be his own Financial Analyst, since 
the generalized form of the equations requires only 
averaged earnings, dividends, and prices (and even 
these are provided for 122 stocks in. Table I). Thus 
redetermination of the correlation coefficients becomes 
unnecessary for several years. 


As a test of this, an equation similar to Equation (a) 
with coefficients derived from data on substantially the 
same stocks but for a 16-year period from 1941 through 
1956 was checked against the 1941-1958 data of 
Table I using the 18-year averages as the basis for 
calculating Ry and Rp. The resulting standard devia- 
tion for the 2,189 sets of data was +26.79%, the 
algebraic average deviation —2.36%, and the maxi- 
mum +110.0% and —81.1%. The slightly lower 
standard deviation in this instance than for Equation 
(a) which was actually derived from the 1941-1958 
data is somewhat surprising on first thought. It is prob- 
ably due to the fact that the Least Squares procedure 
used in this particular work was designed to minimize 
the standard deviation of the price ratios (Rp) from the 
correlation equations rather than the percent deviation 
of yearly average prices from underlying values (U), 
which are given in Tables J and JI. 

While the Least Squares procedure could have been 
set up on the other basis with some additional compli- 
cation and extension of the work, this slight difference 
was not considered important. What is perhaps of more 
practical interest is a comparison of the applicability of 
the two equations to the data for 1958. Whereas the 
over-all algebraic average deviation of the 1958 yearly 
average stock prices from Equation (a) was +-26.34%, 
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the corresponding algebraic average deviation of the 
1958 prices from the equation derived from 1941 
through 1956 data was +29.42%. Since an equation 
with coefficients derived from the earlier years’ data 
gave results for 1958 reasonably comparable with those 
calculated by means of coefficients derived from 1941- 
1958 data, it would appear that an equation for calcu- 
lating Ro, once developed, can be used for several years 
without revision. 


It will be noted that the recommended Equation (a) 
is Equation (4) of Table IJ. The reasons for its choice 
over the other equations merit some discussion. All 
other things being equal, the equation with the lowest 
standard deviation might be expected to be preferable. 
Incidentally, it should be mentioned that in its present 
use it is doubtful that the standard deviation has its 
customary Statistical meaning with all of the probability 
connotations. Charts of the type of Figure II indicate 
that the price data follow a wave motion around the 
line of calculated underlying value rather than having 
a random scatter. Thus, the laws of probability normally 
associated with standard deviation do not apply. Never- 
theless, standard deviation does provide an effective 
index of correlation precision, the correlation having 
the lowest standard deviation being the best represen- 
tation of the data. On this basis, Equation (7) of 
Table II might be preferred over Equation (a). 

However, three other properties of the equations 
must be considered, namely, freedom from negative 
coefficients and a positive and adequate intercept. Equa- 
tion (7) is not recommended because of its negative 
coefficient for Ry. Because of it, Ro and U decrease as 
earnings increase at all values of Rp below 0.667. This, 
of course, is anomalous. Equation (5) is ruled out for 
the same reason. Equations (2) and (3) are eliminated 
because of their high deviations and their negative in- 
tercepts. The negative intercepts cause some of the 
calculated values of U to be negative and are thus re- 
sponsible for the large negative deviations. 

Equation (1) has a positive intercept and coefficient 
but is ruled out by the large deviations. Admittedly, 
there is less basis for choice between Equations (4) 
and (6). The deviations are comparable, but Equation 
(4) was chosen as the recommended equation not only 
because of its greater simplicity but chiefly because it 
was felt that its higher intercept is more realistic. Ob- 
servation of a large number of stocks indicates that 
when earnings or dividends fall to zero for a year or 
two the stock price does not fall to zero but to 30-60% 
of its historic average value. 


Price/ Earnings Ratio 


Lack of an intercept is one of the weaknesses of the 
customary price-earnings ratio. It is implicit in the 
price-earnings ratio that when earnings are zero price 
is zero. As pointed out above, this is of course untrue. 
Another weakness is the tendency to think of price- 
earnings ratio as a constant, when in reality a different 
ratio should prevail at every value of earnings. It is 
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Figure III 


Effect of Earnings on Value and 
Corresponding Price-Earnings Ratio 
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frequently stated that the price-earnings ratio for a stock 
today is no higher than in 1933. However, the cause 
today is quite different. The high price-earnings ratios 
during 1933-1935 were due to very low earnings. At 
zero earnings, the ratio becomes infinite. The high 
price-earnings ratios of recent years have been due to 
very high prices which even the prevailing high earnings 
have not been able to moderate. Thus, price-earnings 
ratio is a “two-edged sword” influenced unduly by 
changes in either the numerator or the denominator. 


As an illustration of how the price-earnings ratio 
varies with earnings, Figures III and IV have been pre- 
pared based on Equations (a) and (b) and certain 
assumptions shown on the plots. Figure III illustrates 
a case where dividends are constant. Very few stocks 
conform to this, but American Telephone and Telegraph 
is one stock that paid the same dividend for over 30 
years. From Figure IJ it is evident that price-earnings 
ratio varies considerably with changing earnings. Fig- 
ure IV illustrates a case with constant payout ratio; i.e., 
ratio of dividends to earnings. This too is a simplifica- 
tion although many stocks approximate this condition 
over fairly long periods. Here again it is seen that the 
price-earnings ratio varies widely with earnings. 

A few words on the practical application of this pro- 
cedure may be in order. It has been found effective to 
confine stock purchases to those in which the price is 
below the calculated underlying value. In recent years 
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Figure IV 
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these have not been easy to find, but there have always 
been a few suitable candidates. As pointed out in the 
discussion of Figure IJ, even in years when the yearly 
average price of a stock has been above its calculated 
underlying value, there has been a number-where the 
price was below value at some time during the year. 
Since earnings and dividends change relatively infre- 
quently compared to daily stock prices; it is usually 
possible to use a calculated underlying value for several 
months without recalculation. When an underpriced 
stock which also meets the quality requirements of 
stability and soundness has been found, purchases are 
made in about four increments, spaced three to six 
months in time or about 10% in price. This averaging 
provides further safeguard against making the total 
commitment at too high a price. The over-all results 
have been quite satisfactory including not only reason- 
able appreciation but cash dividends averaging well 
above 5%. 

Since this article has dwelt at some length on what 
this procedure is, it also seems appropriate to emphasize 
what it is not. It is not a method of predicting market 
movements or the future price of any stock but rather 
a method of checking the current price of a stock against 


20 


its own history. It does not contemplate use of fore- 
casted earnings and dividends (which are always un- 
certain) to predict future prices, but rather the de- 
termination of whether a stock is over- or underpriced 
in relation to its present earnings and dividends. Pur- 
chasing underpriced stocks as indicated by this pro- 
cedure provides a degree of protection against the 
vicissitudes of the market and enables turning them to 
profit instead of loss. 


In conclusion then, this article has presented an 
effective statistical yardstick of common stock value 
which should enable an investor to choose stocks with 
some regard for underlying value. It is not contended 
that investment results will always work out in exact 
accordance with these calculations; but the author is 
convinced that if stock purchases are confined to those 
stocks which are priced below their calculated under- 
lying value less depreciation will occur in a falling 
market than if the reverse policy—or no policy—is 
followed. Moreover, he has used this procedure for 
several years as the basis for his own stock purchases— 
with satisfactory results, not only in the rising market 
that has generally prevailed but especially in the falling 
market of 1957. 


APPENDIX 


Sample Calculation of Underlying Value of Stock 


Caleulate Value of American Can Co. Stock 
Based on 1959 Data 


$/Share 
1959 1941-58 
Earnings (1st 9 Months of 1959) _.__- $ 2.42 
Average 4th Quarter Earnings 
Cobuthrouch 68) 22 Sees 0.45 
Estimated ’59 Earnings —__._.__. ees $ 2.87 Parable 
PIVIOON GS eco eg BAe ee 2 $ 2.00 1.228 
PTICOg a ste ete See eek ee ee ee $45.60 29.60 


(1941-59 Incl.) 
(18) (2.117) + 2.87 


Average Earnings = = 2 Lol 
19 
(18) (1.228) + 2.00 
Average Dividends = ———————————_——- =. 1.269 
19 


(18) (29.60) + 45.60 


Average Price r= = 30.44 
19 
2.87 2.00 
Re = —— = 1.331; Ro = —— =1.576 
ZeLoiT 1.269 


Ro = 0.38946 + 0.5205 RuRp 
= 0.3946 + (0.5205) (1.331) (1.576) = 1.486 
Calculated Underlying Value (U) = (1.486) (30.44) 
U = $45.23/Share 


In this instance, the calculated underlying value is in close 
agreement with the 1959 Average Price of $45.60/share 
indicating that this stock was selling at about its value. 
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“Our organizational changes are designed to improve 
sales and earnings and to accelerate long-term 
growth. The unification of three separate 
refining-marketing operations will give us the 
advantages of efficiency and flexibility under single 
management of a nation-wide subsidiary. The 

new structure will permit all of our 

executives to use their talents more effectively to 
improve the Company’s profitability.” 


JOHN E. SWEARINGEN, PRESIDENT 


STANDARD 


OIL GOMPAN Yondiana) 


MAJOR MOVES 


FOR LONG-RANGE 


GROWTH 


Nineteen-sixty Annual Report discloses accomplishments in 


terms of increased earnings 


During 1960, Standard Oil Company (Indiana) made several 
important strides in its long-range program to increase effi- 
ciency and earnings. A comprehensive reorganization of 
product manufacturing, marketing and distributing activities 
was accomplished. Foreign activities were accelerated. And a 
new planning department was set up to help lay out long-range 
programs for the Company and assess investment oppor- 
tunities in the petroleum business and related fields. 

For the year 1960, corporate earnings were about 4 per cent 
greater than in 1959. Net earnings totaled $144,762,000 or 
$4.05 a share on the average number of shares outstanding, as 
compared with a net of $139,597,000 or $3.90 a share the 
previous year. Cash flow increased to $9.62 a share, compared 
with $8.70 a share in 1959. 


Record Income and Assets. Sales and other operating reve- 
nues were up, due mainly to larger sales of major petroleum 
products, natural gas and automobile supplies. Total income 
rose $57 million to a record $2,038,208,000. Total assets at 
year end equalled nearly $3 billion. Capital expenditures were 


$251,574,000. 


Important Reorganization. On December 31, 1960, the Com- 
pany completed a major reorganization in which Standard Oil 
Company (Indiana) shee G entirely a parent company for 
domestic and foreign activities. Its functions will be: 1) to 
provide guidance. for policies, planning, and programs of the 
consolidated enterprise; 2) to oversee and handle the Com- 
pany’s business and financial affairs; 3) to coordinate opera- 
tions among all subsidiaries; 4) to evaluate performance, 
organization and personnel. 

The direct management of the manufacturing, transporta- 
tion, research and marketing facilities was turned over to its 
wholly-owned subsidiary —American Oil Company. American 
Oil Company, further expanded by the facilities of Utah Oil 
Refining Company, also wholly-ow ned, has become a national 
refining-marketing organization, with all the increased effi- 
ciency inherent in unified management. Operations of other 
Standard Oil Company (Indiana) subsidiaries were not 
affected by the reorganization. 

Dividends Paid. The Company paid four quarterly cash 


dividends of 35 cents each per share. In addition, a special 
fourth quarter dividend of one share of Standard Oil Company 


and corporate reorganization 


(New Jersey) stock was paid for each 65 shares of Standard Oil 
Company (Indiana) stock, or cash payments were made in lieu 
of fractional shares of Jersey stock. The total dividend value 
was $1.995 and equal to about 50 per cent of earnings, marking 
the ninth straight year in which this ratio has been maintained. 


Production. Net production of crude oil and natural gas 
liquids in North America averaged 299,283 barrels per day in 
1960. After production of 110 million barrels during the year, 
reserves showed a gain of 103 million barrels, bringing the total 
reserves in North America to 2,347 million barrels at year end. 
Net production of natural gas increased 4.5 per cent—from 
1.51 billion cubic feet daily to 1.58 billion cubic feet. Net 
proved reserves of natural gas totaled 15,358 billion cubic feet 
at year end, an increase of 2,090 billion cubic feet. 

In Argentina substantial production of crude oil was 
achieved amounting to 31,400 barrels a day at year end. In 
Venezuela the Company shared in the completion of several 
large wells. A subsidiary was formed in Australia—Amoco 
Australia Ltd.—which plans to build a refinery near Brisbane 
with an initial crude capacity of 15,000 barrels a day. 


Directory of Standard Oil Company (Indiana) Major Subsidiaries 
PAN AMERICAN PETROLEUM CORPORATION, Tulsa, finds and 


produces crude oil and natural gas in the United States and Canada. Its 
subsidiary, Pan American International Oil Corporation, New York City, 
engages in oil exploration and development outside of North America. 
AMERICAN OIL COMPANY, headquartered in Chicago, manufactures, 
transports, and sells petroleum products in the United States. It markets 
through its Standard Oil division in 15 Midwest states. 


SERVICE PIPE LINE COMPANY, Tulsa, transports crude oil for our 


refineries and for others. 


AMOCO CHEMICALS CORPORATION, Chicago, manufactures and 


markets chemicals from petroleum here and abroad. 


INDIANA OIL PURCHASING COMPANY, Tulsa, buys, sells, and trades 


crude oil and natural gas liquids in the United States. 


AMOCO TRADING CORPORATION, New York City, buys, sells, and 


trades crude oil and products elsewhere in the world. 


TULOMA GAS PRODUCTS COMPANY, Tulsa, 


petroleum gas, natural gasoline, and related products. 


markets liquefied 


For the complete 1960 Annual Report, write Standard Oil Company (Ind.), Dept. W-100. 


STANDARD OIL COMPANY (INDIANA), 910 S. MICHIGAN, CHICAGO 80, ILLINOIS 
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From this point on, the course of this more current, are less sensitive to temperature change, and : 
missile is in the hands of its guidance sys- require fewer units per system because of greater ampli- 
tem. The faster that system operates, the fication and ability to operate at higher power. They | 
greater the accuracy of the missile. are thus ideal for both ground-based and airborne com- 
Now in production and being delivered puters and telemetry. Yet, with all these features, these 
in quantity are new Texas Instruments AME transistors are competitive in cost with the types 
transistors which will speed this operation, they supersede! 
switching computer circuits in 24 billionths of a second — TI is first to mass-produce the epitaxial transistor 
more than twice as fast as any other mass-produced silicon }ecause of: unparalleled semiconductor technical depth 
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In addition to their speed, epitaxial transistors handle finished products. 
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- Practical Limits to Bank Expansion 


THE PAST TWENTY YEARS have seen a steady expansion 
of the nation’s banks with accompanying economic 
growth and substantial inflation of prices. Today, bank 
resources are at an all-time high; loans are at record 
levels; and bank capital accounts are high and steadily 
rising. We might therefore assume that banks are in a 
position to continue the expansion, supplying finance 
for additional growth and price rise. 


A close look at bank balance sheets, however, reveals 
that further expansion must be moderate lest bank 
condition deteriorate, with key indicators driven to dis- 
turbing levels. This study deals with “all commercial 
banks,” the institutions that supply the bulk of our 
active “money.” 


In 1945, banks were comfortably supplied with re- 
serves and loaded with liquid resources which could 
easily be converted into additional reserves. World War 
II’s end also found consumers eager to buy; business 
ready to supply burgeoning demand at rewarding profit 
levels; and labor organized to take its full share of 
economic benefits. The consequence was an avalanche 
of spending by business and consumers, in which financ- 
ing by banks played a fundamental role. 


Borrowed funds introduced into the economic stream 
were recirculated, with prices carried upward in a spend- 
ing spiral. Moreover, money created by credit expan- 
sion took on a faster pace of turnover, contributing to 
the inflationary rise. Most of these conditions, however, 
have changed drastically, and we enter the seventh 
decade of the twentieth century under financial circum- 
stances which dictate restraint, rather than liberal ex- 
pansion. Banks, particularly, are much tighter than they 
have been in the past and, while they should be able to 
supply sufficient credit to maintain economic activity 
and even to finance growth, they will not be in a posi- 
tion to supply great sums of purchasing power in the 
‘form of additional demand deposits. 

Failure to appreciate the present banking situation 
stems in part from preoccupation with banks’ reserve 
position. There is no question that reserve requirements 
can be a restraint on credit expansion, but commercial 
banks are not likely to be short in the future because 
the Federal Reserve can supply additional reserves by 


Dr. Leonard W. Ascher is professor of economics and busi- 
ness at San Francisco State College. He took his A.B. and 
Ph.D. from the University of California, at Berkeley. During 
World War II he served with the War Production Board and 
the Foreign Economic Administration. His book, “Survey of 
Accounting” was published by Harper & Brothers in 1952. 
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advances to banks and by open market operations. If 
necessary, the Fed can give member bank reserves 
added leverage by reducing the percentage required be- 
hind deposits. Reserve Bank authorities not only are 
able, but generally have been willing, to supply reserve | 
needs of member banks as long as inflation is dormant, 
and recently they authorized vault cash holdings to be 
counted, thus increasing reserves. Open market opera- 
tions, too, have been used lately to make Reserve funds 
available to banks, a measure designed to ease money 
and credit. Our monetary authorities have permitted 
commercial bank deposits to grow at a rate of 3.59% 
per year, and there is no reason to believe that they will 
change their attitude. 


25% in ‘Gold Certificates’ 


Although reserve resources at the member bank level 
may be adequate, the reserve situation of the Reserve 
Banks themselves is not easy. Behind the member bank 
deposit balances that serve as member bank reserves, 
and behind Federal Reserve Notes, Reserve Banks must 
keep 25% in “gold certificates.” Actually, the bulk of 
Reserve Bank reserves is not in the form of gold certifi- 
cates but is a credit balance in a gold account on the 
books of the United States Treasury. 


Each expansion of member bank reserves, therefore, 
ties up more of the Fed’s “gold” resources. Altogether, 
the reserve requirements of the Federal Reserve Banks 
come to approximately $12 billion, out of a total gold 
stock of $18 billion. With short-term claims held by 
foreigners in excess of $18 billion, and with gold exports 
approaching $2 billion per year, serious concern exists 
over the gold situation. 

The significant fact is, however, that despite the 
stringency in gold the Reserve Banks have not em- 
barked upon a restrictive monetary policy to protect 
their position, and probably will not embark upon such 
a policy as long as the economy is operating at less than 
capacity. Growing shortage of gold will have to be dealt 
with, but there are many other measures, outside the 
scope of this analysis, which will be taken before com- 
mercial bank reserves are tightened. 


While the role of bank reserves is well-understood 
and changes in reserves are carefully watched, there are 
other elements in the bank situation that are followed 
by bankers, regulatory authorities and specialists, and 
which do not make the front pages—or even the finan- 
cial pages—of newspapers. Four of these indexes of 
bank condition are shown in Chart 1. 


In the years following World War II, banks have 
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Chart 1 


SELECTED RESOURCES AND LIABILITIES 
All Commercial Banks 
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Source: Board of Governors of the Federal Reserve. 


been building up their capital resources at an annual 
rate of 5.66%. This is perhaps the most significant 
development in bank condition because bank capital is 
a major factor in bank safety. The usual index of cap- 
ital adequacy is the capital ratio—total capital account 
balances (including common stock, surplus, and un- 
divided profits) as per cent of total assets. The logic 
runs as follows: Banks are corporations heavily in debt 
to the public. They have resources to cover their debt. 
These resources could suffer loss in value. Such loss 
falls first on bank capital and, if capital is adequate, it 
will absorb the loss. Thus, a bank with capital ratio of 
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10% could see its assets fall almost one-tenth in value 
without loss to depositors. Another bank with only 5% 
capital could be destroyed by relatively small loss on 
its assets. 

Bank managers, bank examiners, and banking au- 
thorities are sensitive to this problem. The Federal 
Reserve Banks publish annually and circulate among 
member banks reports on ratios, including capital ratios, 
and bankers eagerly anticipate these reports to see how 
their banks compare. In 1945, with capital accounts 
at $8,950 million and total assets at $160.3 billion, the 
capital ratio was 5.9%, an average figure that glosses 
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Chart 2 


CAPITAL- AND LOAN-DEPOSIT RATIOS 
All Commercial Banks 


PERCENT 


1954, 1955 1956 


Source: Board of Governors of the Federal Reserve. 


over the fact that banks with capital ratios above the 
average are offset by banks with ratios below, and 5.9% 
is a low level which no bank can report with com- 
placence. Banks have responded by building up their 
capital accounts at a rate approaching one billion dollars 
a year. (In 1960 the addition was approximately $1.55 
billion, an increase for the one year of 7.9%, lifting 
average capital ratios for commercial banks to 8.3% — 
see Chart 2). 

Bank statistics are not all that an Analyst might de- 
sire. Only since 1954 have the data reported been 
adequate for the calculation of capital ratios, capital- 
risk asset ratios, and deposit loan ratios (as in Chart 2). 
Failure of the Federal Reserve Bulletin prior to 1954 
to disclose balance sheet totals, and U. S. Government 
deposits particularly detracts from usefulness of the 
statistics. The comprehensive All-Bank Statistics, 1896- 
1955, Board of Governors of the Federal Reserve Sys- 
tem, 1959, is disappointing because “all commercial 
banks” are only those covered by agreement between 


May-June 1961 


1957 1958 1959 1960 


the Federal Reserve, the F.D.I.C., and the Comptroller 
of the Currency, with the result that reported magni- 
tudes are not comparable with “all commercial banks” 
as covered in the Bulletin, and one has to rely on the 
Bulletin for statistics since 1955. 

Those banks that have not accumulated sufficient 
capital have been disciplined by the banking authorities, 
and one non-conformist bank is in process of expulsion 
from the Federal Reserve system. (See the Federal 
Reserve Bulletin, July, 1960, pp. 850 ff. for an account 
of the proceedings of the Federal Reserve against the 
bank). 

Banks will continue to accumulate capital by retain- 
ing earnings, and by selling additional shares to stock- 
holders under offers of rights. Many banks paid stock 
dividends in 1959 to make up for earnings not distrib- 
uted as dividends. Capital ratios can be maintained and 
may be further improved as long as credit is expanded 
modestly in line with economic growth, but liberal ex- 
pansion of deposits through loans would lead to an 
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Chart 3 


TURNOVER OF DEMAND DEPOSITS 
Without Seasonal Adjustment 


TURNOVER = TIMES PER YEAR 


195, 1955 1956 


Source: Board of Governors of the Federal Reserve. 


awkward capital situation which banks will try to avoid. 
From the capital point of view, therefore, the credit 
situation is anything but inflationary in outlook. 


Bankers often point to liquid resources as a sign of 
banking strength. When capital ratios were low in the 
1940s, bankers asserted that risks also were low be- 
cause of their large holdings of cash and U. S. securities 
(Chart 1) which left a low volume of risk assets. Assets 
other than cash and U. S. securities, i.e., total assets 
minus combined cash and U. S. securities, equal risk 
assets. 

Following 1945, however, cash and U. S. securities 
holdings have shown little change while total resources 
of banks have increased enormously, with risk assets 
(particularly loans) accounting for the bulk of the in- 
crease. Bank capital has also increased, but not as 
rapidly as risk assets, so the ratio of capital to risk 
assets has steadily declined. In 1945 this ratio stood 
above 25%, but the percentage has fallen below 15% 
in recent times (Chart 2). 
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Bankers and supervisory authorities are cognizant of 
this situation so that continuing levels below 15% may 
bring objections. 

At present, capital-risk assets ratio is the most vul- 
nerable spot in commercial banking, a condition that 
should inhibit generous lending policies. The situation 
may not yet be dangerous, but it is hardly one to en- 
courage liberality. 

Banks, bank examiners, and banking authorities also 
watch loan-deposit ratios* as indicators of bank condi- 
tion, and lately have seen these ratios rise to new high 
ground. The highest loan-deposit ratios are found in the 


*The loan-deposit ratio used here is not a simple com- 
parison of total loans to total deposits. Instead, adjusted 
deposits of commercial banks are used as the basis, that 
is, total deposits less interbank and U. S. Government de- 
posits. Total loans are expressed as a percentage of ad- 
justed deposits. Statistics of deposits prior to 1951 fail to 
report U. S. Government deposits separately so that, except 
for a few years where complete data are available, loan- 
deposit ratios cannot be calculated on the adjusted basis. 


THE FINANCIAL ANALYSTS JOURNAL 


New York City banks which make large loans to big 
business. Examination of their combined balance sheets, 
as reported in the Federal Reserve Bulletin, discloses 
the following changes in condition: 


New York City Member Bank 
Capital and Loan-Deposit Ratios 


Dec. 31, Dec. 31, Dec. 31, Dec. 28, 


1945 1957 1959 1960 
Wapital ratio. = = 6.4% 91% 95% 9.2% 
Capital-risk asset ratio 23.6 16.2 15.7 ISP 
Loan-deposit ratio 39.5 70.3 76.0 76.6 


Lifting of loan-deposit ratios above 76% should not 
be easy because banks must keep heavy reserve balances 
(cash assets) and should maintain substantial secondary 
reserves as well (U. S. security holdings). Items in 
transit, moreover, tie up substantial amounts of re- 
sources. Part of the reluctance of New York banks to 
cut their prime rate can be explained by the effect fur- 
ther lending would have on their loan-deposit and 
capital-risk asset ratios. 


Loan-deposit ratios for all commercial banks in the 
United States averaged only 27.2% in 1947; rose to a 
peak of 61.3% in mid-1960 (see Chart 2) and have 
since declined—in excess of seasonal—below 59%. To 
achieve this increase from 27.2 to 61.3%, loans have 
grown at an annual rate of 10.26% in the 13 years, 
1946-1959, while deposits have increased by 3.59% 
annually in the same interval. A continuation of these 
rates would carry loans to $199 billion by 1965; de- 
posits to $272 billion; and the loan-deposit ratio to 
73%. Proceeding on to 1970 and asburdity, loans would 
be $324.6 billion; deposits $324.2 billion; and the loan- 
deposit ratio above 100% (highly improbable but not 
impossible ). 

The result of such projections suggests that the rates 
of growth will change before long—latest available data 
for 1960 indicates decreasing rates—with increase in 
loans losing pace, increase in deposits slowing up, but 
with no clear indication whether loan-deposit ratios will 
move up, down, or sideways. In any event, a change 
toward slower expansion seems to be indicated. 


The post-war era has also seen a steady rise in the 
rate of turnover in bank deposits, indicating that each 
dollar of deposit balances finances a larger volume of 
business transactions. Data for turnover, as shown in 
Chart 3, reveal that the rate reached its peak in the 
summer of 1960. There may be no theoretical upper 
limit to turnover, but the higher the figure, the more 
difficult it should be to maintain the pace. 

Although relationships among assets, deposits and 
capital accounts of commercial banks are such that 
bullishness in bank credit would bring ratios that would 
make uncomfortable reading for bankers, there is still 
one open path to credit expansion. That is investment 
in U. S. Government securities, a development that may 
be fostered by Federal spending programs to counter 
depression. 

The new administration in Washington probably will 
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accept more easily proposals to cut taxes with rising 
unemployment, in contrast to the preceding adminis- 
tration which emphasized anti-inflationary policies. Tax 
cutting would bring a Federal deficit to be financed by 
new issues of government bills, notes and bonds, and the 
banks not only will be logical markets for such securi- 
ties, but will supply additional funds in the form of U. S. 
Government deposit balances. These credits will then 
be put into circulation by government spending, tending 
to increase deposits in the hands of the public and total 
deposits as well. 

What seems likely, therefore, is monetization of addi- 
tional national debt. Such a step, however, will arouse 
strong criticism, and can be justified only as an anti- 
depression measure. Inflation is not probable in an 
environment of depression, nor is substantial expansion 
of commercial loans likely to occur. Even if govern- 
ment spending does prime the pump, banks will still be 
tight, with low capital-risk asset ratios and elevated 
loan-deposit ratios. 

Whatever may transpire, however, three facts are 
certain. The changes will take their departures from 
the present tight situation of the banks; these changes 
are unlikely to ease the position of banks; and further 
developments can be understood only by watching 
changing ratios of bank condition as well as changing 
reserve requirements. 


Facts about 
industrial 
opportunities 
in the area 
we serve in 
Utah 
Idaho 
Colorado 
Wyoming 


UTAH 
POWER 
6 LIGHT 
CO. 


Write for FREE COPY 
Box 899, Dept. G 
Salt Lake City 10, Utah 


Inquiries held in strict confidence. 


27 


A-FRAME LEGS ABACA FIBRE ABALONE SHELLS ABIETIC ACID ABRASIVES ACCORDIONS BSE ACETIC ACID ACETONE ACETYLENE GAS ACID BATH OR STORAGE TANKS 


ACIDS ACORNS ADDING MACHINES OR PARTS ADDRESSING MACHINES ADHESIVC MATTER ADZES AERIAL TOWERS AERIALS AGATE AGITATORS AGRICULTURAL 
IMPLEMENTS AIR CLEANERS AIR COMPRESSORS AIR CONDITIONERS AIRPLANE PAR} s > ALBUMEN ALCOHOL ALFALFA ALKALI ALLOYS ALLSPICE ALPACA HAIR 
ALTIMETERS ALUM ALUMINUM ALUNDUM AMBER GUM AMBULANCES AMMONIA , "© AMPLIFIERS AMUSEMENT CARS MOTORS ANCHORS ANDIRONS 
ANESTHESIA ETHER ANGIFS °° 77" ™© ANIMAL BROODERS ANIMALS ANODES ANTENNA “RACENE ANTHRACITE COAL ANTI-FREEZE PREPARATIONS ANVILS 
APPLES APPLIANCES APRICU.~ CH BARS ARMOR PLATE ARRESTERS ARTICHOKt “FICIAL SNOW ARTISTS’ MATERIALS ASBESTOS ASH ASPARAGUS 
ROOTS ASPHALT ATHLETIC GOOLL. ‘OBILE PARTS AUTOMOBILES AVOCADOS A S AXLES BADGER PELTS OR SKINS BADMINTON SETS BAGS 
BAKERS’ MACHINERY BAKERY GOODS BALCONIES IRON BALE WRAPPERS BALEt (NG PRESSES BALL BEARINGS BALLASTS BALLOONS BALLS 
BALSAM BALUSTRADES BAMBOO BANAN, ~AR BELLS BARBED WIRE BARBER CHAIRS — “ BARLEY BARN EQUIPMENT BAROMETERS BARRELS BARROWS 
BASEBALL EQUIPMENT BASINS BASKETBAt. RASKETS BASSINETTES BATHROOM FIX) 'S BATTERIES BATTING BAUXITE BAY LEAVES BAYONETS 
BEACH UMBRELLAS BEACONS AVIATION BEAL BEANS BED SPRINGS BEDS BEE HIVES ‘OOLERS BEES BEESWAX BEET HARVESTERS BEETS BELLOWS 
BELLS BELT CONVEYOR FLIGHTS BELTING BE. SENCHES BENDING MACHINES PLATE METAL BENZENE BENZOL BERRIES BEVERAGES BICYCLES 
BILLBOARDS BILLETS BILLIARD TABLES BIN G, BINDING ATTACHMENTS HARVESTE { BINOCULARS BINS BIRCH CLIPPINGS BIRD CAGES BITS 
BLACKBOARDS BLACKSMITHS’ OUTFITS MILITARY MOLASSES BLADES BLANKETS BLA PARTS BLASTING CAPS BLEACH SLEACHERS BLIND SLATS 
BLOCKS BLOOD BLOW TORCHES BLUING BOARDS B CESS CRIES ROARS GSS sian Aor BOLS BOMBS BONE ASH BONE HA” ES BONES BOOK BINDERS 
BOOKS BOOMS BOOTHS BOOTS BORACIC ACID BORA, “ BOP +S BOTTLE (LLEY EQUIPMENT BOW! < cS BOXING GLOVES BRACES 
BRACKETS BRAID BRAKES BRAN BRANDING IRONS BRA JD BRICK BRIMST~ (TES BROADCASTING TOWERS 
BROILERS BROMINE BRONZE BROODERS BROOMS Bh UFFALO HINT” 3UFFINGS BULBS BULLDOZERS 
BULLETIN BOARDS BULLETS BUMPERS BUNGS BUOYS sACHINES BUTTERMILK BUTTONS BUTTS 
BUTYL ACETATE CABBAGE CABINET PARTS CABINETS ( ‘UM COMPOUNDS CALLIOPES CALVES 
CAMELLIAS CAMELS CAMERAS CAMP COOKING OUTFI™ 3 CANS CANTALOUPES CANTEENS 
ALUMINUM, ~&NVAS CAP PISTOLS CAPS CARBON CAP” JSELS CARPET BEATERS CARPETS 
CARRIAGES © —~‘SRS CARROTS CARS CARTONS C CASKS CASSIA CASTERS CASTINGS 


CASTOR OIL & ~* ©ATALYST CATHODES CEMENT CESSPOOLS CHAFF CHAINS 
CHAIRS CHALK ~ CHANDELIE’ OAL CHARTS CHEMICALS CHESTNUTS 
CHEWING GUM © ottM: t CHLOROFORM CHOCOLATE CHOPPERS 
COMPASSES COM. UCTOR PIPE CONDUITS CONFECTIONERY 
CONTAINERS CON\ -S CRANES CRATES CREAM CROCKS CROP 
DRIERS CROQUET S$ ni CURRY COMBS CUSHIONS CUTTLEBONE 
CYANAMID CALCIUM EHYDRATING OUTFITS HAY DELIVERY CARTS 
DEMOLITION BALLS L OSE DIE BLOCKS DIES DIGGERS DILL SEEDS 
DISINFECTANTS DISIN: !S DITCHERS FARM DIVANS DIVING BOARDS 
DIVING OUTFITS DOLLS EXCAVATORS DRAINS DRAPERIES DRAWING 
INSTRUMENTS DRESS Fil. ROSS DRUGS DRUMS DUCTS DUMB WAITER 


CARS DUST DUSTERS DYE ~ ICAL APPLIANCES ELECTRICAL EQUIPMENT 
ELECTRODES ELECTROTYPE Pr. RS ESCALATORS ETHER EVAPORATORS EWES 
EVERGREENS EXCAVATORS DRAw :POSURE METERS EXTINGUISHERS EXTRACTS 
FABRIC FACINGS FANS FASTENERS 3 FERN LEAVES FERN ROOTS FERRIS WHEELS 
FERRULES FERTILIZER FIBRE FILES Fics. 3 FIRELESS COOKERS FIREPLACES FIREWORKS 
FISH FISHING EQUIPMENT FITTINGS FIX JNDS FLOODLIGHTS FLOORING FLOUR FLOWER 


BOXES FLUES FLUMES FLUORESCENT LA: ORMS FOSSILS FOUNTAINS FRAMES FREEZERS 
FRUIT FRYING PANS FUEL FUEL TANKS | \LVANIZERS GAMBLING DEVICES GAME TABLES 
GARBAGE DISPOSAL UNITS GARDEN FURT 

GONGS GRAB HOOKS GRADERS GRAIN GR 

GREASE GRENADES GRIDDLES GRIDS GRIL 

HANDBAGS HAND CARTS HANDCUFFS HAt 

FUR HAULING VEHICLES HAY HEADERS HE. 

HOISTS HOLLOWWARE HOLLY HOMOGENIZE. 

HURDLES HUSKERS HUSKS HYDRANTS FIRE. 

INDICATOR POSTS INDIGO INGOTS INK INS, 

JUICE JUTE FIBRE KAPOK FIBRE KEGS KELP 

LAMBS LAMINATIONS LAMPS LANTERNS LAK 

LEMONS LENSES LENTILS LEVELERS LEVELS L. 
LOBSTER MEAT LOCKERS LOCKS LOGS LOOMS 1. 
ARTICLES MAGNETOS MAGNETS MALLETS MALT 
MOTORS MARKERS MASH MASONRY CEMENT MAS\ 
OUTFITS MINCE MEAT MINERAL MIXTURES MINING, 
GLASS MOSS MOTORCYCLES MOTORS MOWERS MULCH » 


SPS HASSOCKS HAT BLOCKS HATS HATTERS 
“ MORSES HOCKEY STICKS HOES HOGS 

“E HULLERS HULLS HUMIDIFIERS 

~ INCUBATORS INDIAN CLUBS 

Y JIGS JOINTS JOISTS JUGS 


\CQUERS LADDERS LADLES 
"HER LEAVES LEMON PEEL 
OR LIVE STOCK LOADERS 

MAGAZINES MAGNESIUM 
MAPS MARBLES MARINE 


ROPHONES MILK MILKING 
?HINE MORTARS MOSAICS 
NEWSPRINT PAPER NICKEL 


NITRIC ACID NOZZLES NUT MEATS DRY OARS OATS OCHRr . 4PERATING TABLES OPTICAL 
INSTRUMENTS ORANGE PEEL ORANGES ORCHARD HEATERS ORCmie PADDING PAGEANTRY FLOATS 
PAILS PAINT PAINTINGS PALM LEAVES PAMPHLETS PANELS PANS Pai. «LNT PARKING METERS PARTITIONS 
PASTE PASTEURIZERS PASTRY BOARDS PAVING BLOCKS PEACHES PEANU1 <ARS PEAS PEAT PEAT MOSS PEBBLES 
PECANS PECTIN PEDESTALS PEEL PEG BOARDS PELTS PEMMICAN PENCIL PERFUMERY PERIODICALS PERISCOPES 
PERLITE PERMANENT HAIR WAVING SETS PETRIFIED WOOD SPECIMENS »PHOROUS PHOTOGRAPHERS’ MATERIALS 
PNEUMATIC TOOLS POLES POLISH POLYETHYLENE PONTOON BRIDGES PO * PORCELAINWARE POSTAL BOXES POSTS 
POTASH POTATO CHIPS POTATOES POTS POTTERY POULTRY POWDER PR' RESSURE COOKERS PRINTERS’ EQUIPMENT. 


PROJECTORS PRUNES PRUNING SHEARS PUBLIC ADDRESS OUTFITS PUI 
CRYSTAL QUILLS QUILTS QUINCES RABBITS RACKS RADIATORS RADIO -f 
RANGES RATTAN RAZORS REAPERS RECORDERS RECORDS REDUCING ACF 
RESERVOIRS RESINS RESPIRATORS RHUBARB RIBBONS RICE RIFLES RIMS R 
ROSIN ROTARY BLOWERS “ROULETTE WHEELS RUBBER RUBBISH INCINERAT 
BOAT SALAD DRESSING SALT SAND SANDING MACHINES SAUCES SAUER K' 
SCISSORS SCOOPS SCOOTERS SCRAPERS SCRAPS SCREENING SCREWS 


QUARRIES QUARRY DRILLS QUARTZ ROCK 
“AFTS RAGS RAILINGS RAILS RAKES RAMPS 


YRS REFUSE REPELLENTS REPTILE SPECIMENS 
.yDS ROLLERS ROOFING ROOTS ROPE ROSE WATER 
iERS RYE SABRES SADDLERY SAFES SAILBOATS SAILS 


SAWS SCAFFOLDING SCALES SCIENTIFIC INSTRUMENTS 
/HLIGHTS SEEDERS SEEDS SEEPAGE TANKS SEESAWS 


SEPTIC TANKS SEWING MACHINES SHADES SHAFTS SHALE SHEARS SH SHINGLES SHIPPING DEVICES SHOES SLEIGHS SLICERS 
SLUICE BOXES SMELTING FURNACES SPRAYERS SPREADERS SPRING ASSF t STAIRWAYS STAKES STALKS STALLS STAMPING PRESSES 
STANDS STAPLES STARCH STATUARY STERILIZERS STILTS STOOLS STO’ .ETCHERS STRIPS SUGAR SULPHUR SURGICAL INSTRUMENTS 
SURVEYING OUTFITS SWIMMING POOLS SWINGS SWITCHBOARDS SYRUP -STRIES COTTON TAR TARGETS TARPAULINS TEA TELEPHONES 
TELETYPEWRITERS TENTS TERRA COTTA TEST TUBES TEXTILE MAS .«MOMETERS THERMOSTATS THRESHERS TILE TIMING DEVICES 
TIN TINSEL TIRES TOBACCO TOBOGGANS TOMATOES TOOLS TORS POLES TOURIST TRAILER OUTFITS TOWELS TOWERS TOWING 
POLES AND SLINGS TOYS TRACTORS TRAFFIC SIGNALS TRAILERS sANSPLANTERS TRAPS TRAYS TREE DIGGERS TREES TRELLIS WORK 
TRENCH EXCAVATING: MACHINES TRESTLES TRICYCLES TRIPODS vKS TRUNKS TUBES TUBS TUNGSTEN TUNNEL SEGMENTS TURBINES 
TURNBUCKLES TURNIPS TURNSTILES TURNTABLES TURPENT!” «ERS UMBRELLAS UNIFORMS UNLOADERS UPHOLSTERING PADS URNS 
UTENSILS VACUUM BOTTLES VACUUM CLEANERS VALVES © «3_VASES VATS -VAULTS VEGETABLES VEHICLES VELLUM VELOUR VENDING 
MACHINES VENEER VENETIAN BLINDS VENISON VE?” veRM «IBRATORS VINEGAR VINERS PEA VINES VISES VOTING MACHINES WAGONS 
WALL PAPER WALLBOARDS WASHERS WASHING MACHINte ....... wAtER WATF «AX WEBBING WEDGES WEEDERS WEIGHTS WELDERS WELTING WHEELBARROWS 


WHEELS WHEY WICKING WINCHES WINDMILLS WINDOW CASINGS WINDOWS * —rARTS WINDSHIELDS WINE WIRE WOOD WOODENWARE WOODPULP WOODWORK WOOL 
BATTING WOOL WRAPPERS WREATHS WRENCHES WRINGERS X-RAY MACHINES XYLENE YACHTS YARD STICKS YARN YEAST YOKES ZEBRAS ZINC ZIRCONIUM ZITHERS 


‘It all goes great when it goes Great Northern’ 


From iron ore to ironing boards—A-frames to X-ray Next time you’re shipping or receiving goods, be 
machines—take it from old Rocky, you’ve got it going sure to check out the GN brand of service. It sizzles. 
on the right track with Great Northern Coordinated For information, write: G. D. Johnson, General Freight 


Traffic Manager, Great Northern Railway, 
St. Paul 1, Minnesota. 


Shipping Services. Ship by freight car, truck or 
piggyback. Any one, any two, all three. Ship 
less-than-carload, trailerload or carload— Business trip? Family vacation? Go great— 
you name it—we’ll move it fast and de- across the scenic top of the nation—on Great 
pendably at a mighty advantageous rate. 2H Northern’s incomparable Empire Builder. 


| 
q 
; 
| 


This article presents a simplified approach to the analysis of growth stocks 
and a Nomograph which eliminates the need for complicated calculations. 


A Nomograph for Valuing Growth Stocks 


by Robert Ferguson 


IT Is WELL KNOWN that a high rate of growth commands 
a premium price/earnings ratio. No matter how large a 
premium is paid, a rate of growth in excess of another 
will eventually pay off if continued long enough. How- 
ever, if the excess is small, or the premium large, it may 
be a great many years before this occurs. Unless the 
more rapid rate of growth is maintained long enough, 
there will be no pay-off. 

The facts in the preceding paragraph raise two im- 
portant questions: 


(1). Given a rate of per share earnings growth in 
excess of that of some standard, what length of time is 
discounted by a specified premium? 

(2). What maximum price/earnings ratio should be 
paid for a given rate of growth which will exceed that 
of some standard for a given length of time? 


The choice of a standard is arbitrary. Depending 
upon what sort of company is being analyzed, one might 
use such standards as the Dow-Jones Utilities Average, 
Standard and Poor’s 500 stocks, another company, or, 
perhaps, a national business index. 

In order to illustrate the reasoning used in answering 
these questions, let’s examine two companies, A and B, 
where the rate of growth of A is 512% per year, and 
the rate of growth of B is 5% per year (these rates are 
chosen in order to simplify the calculations and ex- 
planation). 

If both companies earn one dollar in 1960, their earn- 
ings will increase approximately as shown in Table 1. 


Table 1 
1960 1961 1962 1963 1964 1965 
Company A 
$1.00 $1.52 $2.30 $3.48 $5.27 $7.98 
Company B 
1.00 1.05 1.10 1.16 ile 1.28 


If, at the end of 1960, A’s stock sells at 45 times 
earnings and B’s stock sells at 15 times earnings, A sells 
at 45 and B sells at 15. 

If, at the end of 1961, A’s rate of growth and price/ 
earnings ratio decline to those of B, then the percentage 


Robert Ferguson, a member of the research department of 
Model, Roland & Stone, was originally trained as a physicist. 
After receiving his bachelor’s degree from Columbia College, 
he completed a year of graduate physics at Cornell University, 
on a General Electric Fellowship. 
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change in market price of A’s stock, at the end of this 
period, will be: 
100 x price at end of 1961 — price at end of 1960 
aly price at end of 1960 
= 100 x 1.52(15) — 45 
io © 


= minus 50% 


This compares with a percentage appreciation of 5% 
in the stock of B during this same period (it being as- 
sumed that B’s rate of growth and price/earnings ratio 
remain constant). If, instead, we assume that A’s 
growth rate and price/earnings ratio decline to those of 
B at the end of 1962, we find that the percentage change 
in market price of A’s stock, at the end of this period, 
will be: : 


100 x price at end of 1962 — price at end of 1960 
price at end of 1960 
= 100 X 2.3(15) — 45 


45 


= minus 24% 


This compares with a percentage appreciation of 
10% in the price of B’s stock. Now, if we assume that 
A’s growth rate and price/earnings ratio do not decline 
to those of B until the end of 1963, we find, similarly, 
that the percentage appreciation in A’s stock will be 
16% compared with 16% for the stock of B. 

Performing this calculation for the rest of the years 
listed in Table 1, and arranging the results in tabular 
form, we arrive at Table 2. 


Table 2 
1961 1962 1963 1964 1965 
Percentage appreciation of A 
—50% —24% 16% 76% 166% 
Percentage appreciation of B 
5 10 16 22 28 


Summarizing, we have found that, if: 


(1). A continues to grow 514% per year for 
three years, and then drops to a 5% rate of growth, 


(2). A’s price/earnings ratio drops to 15 when 
its growth rate drops to 5%, 


(3). B’s rate of growth and price/earnings ratio 
remain constant during this time; 
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Then, at the end of this three year period, an investment 
in A will show the same percentage appreciation as an 
investment in B. In other words, the investment in A 
will show a gain of only 5% per year compounded. We 
see, also, that if A’s rate of growth and price/earnings 
ratio decline to those of B before three years have 
passed, an investment in A will have grown at the 
equivalent of less than 5% per year. Correspondingly, 
we note that if A’s rate of growth and price/earnings 
ratio decline to those of B after a longer period than 
three years, an investment in A will have grown at the 
equivalent of more than 5% per year. 

In the example just described, three years is defined 
as the discount time of A, relative to B. We say that 
A’s present price/earnings ratio, 45, discounts three 
years of future growth, at 51% % per year, relative to B. 


MAXIMUM PRICE/EARNINGS RATIOS 


Suppose we feel that A will grow at 5112 % per year 
for only two years. In order to insure that our hypo- 
thetical investment will grow at least as fast as an invest- 
ment in B, we will want to know what price/earnings 
ratio discounts 2 years of future growth at 5112 % per 
year, relative to B. In theory, this price/earnings ratio 
can be found by trial and error, using various initial 
price/earnings ratios for A in constructing tables of the 
type found in Table 2 until one is found which discounts 
two years of growth, relative to B. This price/earnings 
ratio is defined as the maximum price/earnings ratio, 
relative to B, which should be paid for a rate of growth 
of 5142 % per year which will continue for two years. 

In the case just mentioned, the maximum price/earn- 
ings ratio is about 31. To show this is so, we assume 
first that, at the end of 1960, A’s stock sells at 31 times 
earnings and B’s stock sells at 15 times earnings. At this 
time, A sells at 31 and B sells at 15. If, at the end of 
1961, A’s rate of growth and price/earnings ratio de- 
cline to those of B, the percentage change in market 
price of A’s stock will be: 


100 x price at end of 1961 — price at end of 1960 

price at end of 1960 

100 x (1.52) (15) — 31 
aaa 


= minus 26% 


This compares with a percentage appreciation of 5% 
in the stock of B during this period. Alternatively, if 
A’s growth rate and price/earnings ratio decline to those 
of B at the end of 1962, we find that the percentage 
appreciation in market price of A’s stock will be: 


100 x price at end of 1962 — price at end of 1960 
price at end of 1960 
= 100'X (2:3): 45) — 31 
31 


= 11% 


This compares with a percentage appreciation of 
10% in the stock of B over this same period. 
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Performing this calculation for the rest of the years 
listed in Table 1, and arranging the results in tabular 
form, we arrive at Table 3. 


Table 3 
1961 1962 1963 - 1964 1965 
Percentage appreciation of A 
—26% 11% 68% 155% 286% 
Percentage appreciation of B 
5 10 16 22 28 


Table 3 shows that a price/earnings ratio of 31 dis- 
counts 2 years of future growth at 5142% per year, 
relative to B. Therefore, 31 is the maximum price/ 
earnings ratio which should be paid, relative to B, for 
a rate of growth of 5142% per year continuing for 
2 years. 


GROWTH STOCK NOMOGRAPH 


The accompanying Growth Stock Nomograph is de- 
signed to permit rapid determination of discount times 
and maximum price/earnings ratios, without detailed 
algebraic operations of the type performed above. Di- 
rections for its use follow, in the form of an example. 
And for this purpose, we assume the following. 


Growth 


1960 Earnings Mkt. Price P/E Ratio Rate 


Standard & Poor’s 500 Stocks (SPI) 


$3.60 54 15 5% 
Minnesota Mining & Manufacturing (MMM) 
1.40 70 50 hal Hs) 


1. Given a rate of per-share earnings growth in ex- 
cess of that of some standard, what length of time is 
discounted by a specified price/earnings ratio? 

(a). Locate the columns marked “standard growth 
rates.” Choose the one with a growth rate equal to that 
of the standard, in this case, the R = 5% column. 

(b). Go up this column until you. come to the rate 
of growth of the company being analyzed, in this case, 
15%. Then, move horizontally to the right until you 
reach the vertical “R line.” Mark this spot. 

(c). Locate the columns marked “standard price/ 
earnings ratios.” Choose the one with a price/earnings 
ratio equal to that of the standard, in this case, the 
P/E = 15 column. 


(d). Go down this column until you come to the 
price/earnings ratio of the company being analyzed, in 
this case, 50. Then, move horizontally to the left until 
you reach the vertical “P/E line.” Mark this spot too. 

(e). Connect these two marks with a straight line 
and read the number where the line intersects the 
diagonal “time line,” in this case, 13%. This is the 
length of time, in years, discounted by MMM’s price/ 
earnings ratio (50). 

This means that if the earnings of the SPI continue 
to grow at 5% per annum, the earnings of MMM must 
grow at a compounded rate of 15% for 13% years in 
order for an investment in MMM, at its current price/ 
earnings ratio, to show the same percentage appreciation 
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STANDARD GROWTH RATES 


An international builder and distributor 


of petroleum, industrial and transportation equipment 


Wayne Petroleum Equipment Division, 
Salisbury, Maryland 


Symington Wayne International Co., Ltd., 
Toronto, Canada e Zurich, 
Switzerland « Nassau, Bahamas 


BLEND 


gasoline pumps and 
service station equipment 


matic 


service station and 
industrial equipment 


Wayne Industrial Division, 
Fort Wayne, Indiana 


Wayne Tank and Pump Company, Ltd., 
Bracknell, Berkshire, England 


industrial lifts, rotary pumps, © 
air compressors, hose reels 


metering and gasoline 
dispensing equipment 


Symington Division, 
Depew, New York 


Equipamentos Wayne do Brasil, S.A., 
Rio de Janeiro, Brazil 


railroad equipment and 
industrial steel castings 


service station and 
industrial equipment 


Globe Hoist Company, 
Philadelphia, Pennsylvania 


Wayne Pump Canada Limited, 
Toronto, Canada 


service station and 
industrial equipment 


autemotive and 
industrial lifts 


Waugh Equipment Company, 
New York, New York 


Jurgens & Wayne Apparate 
und Pumpenbau, G.m.b.H., 
Einbeck, West Germany 


special railroad equipment 


petroleum dispensing equipment 


Shields, Harper & Co., 
Oakland, California 


The Wayne Pump Company 
South Africa (Pty.), Ltd., 
Cape Town, South Africa 


sales: petroleum and 
industrial equipment 


service station and industrial equipment 


Vitreous Enamelling Corporation 
(Pty.), Ltd., Cape Town, South Africa 


Lang Wayne Equipment Company, 
Salt Lake City, Utah 


architectural panels and 
enameled signs 


sales: petroleum and 
industrial equipment 


The Sherman-Klove Co., 
Chicago, Illinois 


Canadian Waugh 
Equipment Company Limited, 
Montreal, Canada 


mechanics’ hand 
service tools 


special railroad equipment 


FOREIGN LICENSEES 


Australia e India e Spain steeds Sic SYMINGTON WAYNE CORPORATION, New York 


Mexico e Argentina 


as a hypothetical investment in SPI, assuming that 
MMWM’s growth rate and price/earnings ratio decline to 
those of the standard at the end of that period. 


2. What maximum price/earnings ratio should be 
paid for a given rate of growth which will exceed that 
of some standard for a given length of time? 


(a). Decide how many years of the company’s, in 
this case, MMM, future growth you are willing to dis- 
count by paying a high price/earnings ratio. (For the 
purpose of this example, use five years. ) 

(b). Locate this number (5) on the “time line.” 
Mark this spot. 


(c). Locate the columns marked “standard growth 
rates.” Choose the one with a growth rate equal to that 
of the standard, in this case, the R = 5% column. 


(d). Go up this column until you come to the rate 
of growth of the company being analyzed, in this case, 
15. Then, move horizontally to the right until you reach 
the vertical “R line.” Mark this spot too. 


(e). Connect these two marks with a straight line 
and extend the: line until it intersects the “P/E line.” 
Note the point of intersection. 


(f). Locate the columns marked “standard price/ 
earnings ratios.” Choose the one with a price/earnings 
ratio equal to that of the standard, in this case, the 
P/E = 15 column. 


(g). Move horizontally to the right from the point 
noted in (e) until you come to the standard price/ 
earnings ratio column chosen in (f). Read off the 
price/earnings ratio, in this case 234%. This is the 
maximum price/earnings ratio that should be paid. 

This means that if the earnings of the SPI continue 
to grow at 5% per year, a higher price/earnings ratio 
than 231% discounts more than five years of future 
growth at 15% per year. 


Interpolation 


When using the Nomograph, it is not uncommon to 
find that the standard price/earnings ratios or standard 
growth rate, which you wish to use is not represented in 
the “standard” columns. If this is the case, it is neces- 
sary to use a process of interpolation to get the correct 
discount time. As an example, if the price/earnings 
ratio of Standard and Poor’s 500 stocks was 18 inctead 


of the standard remained constant. This is not strictly 
necessary. What is necessary, is that these quantities 
remain relatively constant for a length of time in excess 
of that discounted by the security under consideration. 
As an example, if, at the present time, A’s price/earn- 
ings ratio discounted three years of future growth, rela- 
tive to B, we would not be interested in fluctuations in 
the growth rate and price/earnings ratio of B which 
occurred more than three years in the future. The rea- 
son why this is so is that the critical period of growth, 
as far as an investment in A is concerned, assuming B’s 
rate of growth and price/earnings ratio remain constant 
during this time, is precisely the discounted three year 
period. 


COMPARING TWO OR MORE 
COMPANIES WITH EACH OTHER 


It is possible to compare two companies as long as 
one has both a higher growth rate and price/earnings 
ratio than the other. To do this, simply use the growth 
rate and price/earnings ratio of the less dynamic com- 
pany in place of those of the standard. When making 
this sort of comparison, it should be kept in mind that 
the results are meaningful only to the extent that the 
growth rate and price/earnings ratio of the company 
used in place of the standard remain relatively constant 
for a greater length of time than that discounted. 


An example of this type of analysis would be a com- 
parison between Dow Chemical Company and Allied 
Chemical Company. This comparison was made in 
Model, Roland & Stone’s Quarterly Review, First Quar- 
ter of 1958, in an article entitled “Appraising Chemical 
Equities.” As noted in this article, “when an investor 
pays 24 times earnings for Dow as against 18 for Allied 
Chemical, he is assuming that Dow will continue to 
outpace Allied for at least another six to seven years by 
continuing an assumed 13% per annum rate of growth, 
vs. 8% for Allied. This six-to-seven year period repre- 
sents the length of time it would take for Dow’s faster 
growth to offset the price/earnings premium paid for 
Dow stock as compared with Allied today.” 

To prove this, we first construct a table showing how 


earnings grow with time for the two rates of growth 
8% and 13%. This is done in Table 4. 


Table 4 
of 15, the interpolation would be carried out for Com- 
o’th 1st 2nd 3rd 4th sth 6th 7th 
pany A as follows: year year year year year year year year 
Locate the price/earnings ratio 45 in both the column 
labeled P/E = 15 and the column labeled P/E — 20. 18% growth rate 
$1.00 $1.13 $1.28 $1.44 $1.64 $184 $2.08 $2.35 


Note that 45 in the P/E = 15 column is higher than in 
the P/E = 20 column. Since 18 is 3/5 of the way from 8% growth rate 

15 to 20, a price/earnings ratio of 45 in a P/E = 18 Te) ORC O Secu lige Zor tel SG mmmet Ag 0 Ih bOe ede 
column would be approximately 3/5 of the way from 
the 45 in the P/E = 15 column to the 45 in the 
P/E = 20 column. 


A Note 


In the examples we have worked so far, we assumed, 
in each case, that the price/earnings ratio and growth 


Assuming that, at the end of the 0’th year, Dow sells 
for 24 times earnings and Allied for 18 times earnings, 
Dow sells at 24 and Allied at 18. If Dow’s rate of 
growth and price/earnings ratio decline to those of 
Allied at the end of the first year, the percentage change 
in the market price of Dow’s stock will be: 
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100 x price at end of first year — price at end of 0’th year 


price at end of 0’th year 
= 100 x (1.13) (18) — 24 
24 


= minus 15% 


This compares with a percentage appreciation of 8% 
in the price of Allied stock over this same period. Per- 
forming this calculation for the rest of the years listed 
in Table 4, and arranging the results in tabular form, we 
arrive at Table S. 


Table 5 
1st 2nd 3rd th 5th 6th 7th 
year year year year year year year 


Percentage appreciation of Dow 
—15% — 4% 8% 23% 38% 56% T6% 


Percentage appreciation of Allied 
8 17 26 36 AT 59 71 


Table 5 shows that a price/earnings ratio of 24 for 
Dow discounted six to seven years of future growth at 
13% per year, relative to Allied, at that time. The 
reader should check this result, using the Growth Stock 
Nomograph. 


Analysis of a Single Company 


It is also possible to use the Growth Stock Nomo- 
graph when dealing with a single company. As an ex- 
ample, consider International Business Machines Corp. 
which is presently growing at about 20% per year and 
selling at about 55 times expected 1960 earnings. If we 
assume that-at some future time the company’s price/ 
earnings ratio will decline to 20, we can use the Nomo- 
graph to find the minimum number of years the com- 
pany must grow at 20% in order that an investment in 
IBM will grow, in the long run, at a rate higher than 
8%. To do this, simply use 8% as the standard growth 
rate and 20 as the standard price/earnings ratio. In this 
case, the discount time is 942 years. This means that if 
a price of 55 times earnings is paid for IBM, the com- 
pany must grow at 20% per year for 9% years in order 
to have the investment grow at 8% per year over this 
period. 


Other Uses of the Nomograph 


The effective annual appreciation in the price of a 
stock, over a specific number of years, resulting from a 
combination of growth in earnings and rise in price/ 
earnings ratio, can be determined as shown in the fol- 
lowing example: In this example, assume that the com- 
pany will grow at the rate of 10% per year for 10 years 
and that the present price/earnings ratio does not dis- 
count this fact now, but will discount it in four years. 


(a). Determine a “fair” price/earnings ratio which 
discounts 10-4-6 years of future growth at 10% per 
year (in this case, use 18). 

(b). Use the “standard price/earnings ratio” column 
whose P/E is the present ratio for the stock being 


34 


studied (for this example, use the P/E = 15 column). 


(c). Use the “standard growth rate” column whose 
growth rate is that of the company being studied (in this 
case, the R = 10% column). 


(d). Locate 18 in the P/E = 15 column. Move 
horizontally to the left, and mark the appropriate spot 
on the “P/E line.” 

(e). Locate and mark 4 years on the “time line.” 


(f). Connect the points found in (d) and (e) by a 
straight line, and extend it until it intersects the “R line.” 
Mark this spot. 


(g). Move horizontally to the left from the point 
noted in (f) until the R = 10% column is reached. 
Read off the number in this column (in this case 15). 
This is the average annual percentage rise in the price 
of the stock which will occur over the 4-year period as 
both the 10% rate of growth and the “fair” price/earn- 
ings ratio are realized. 


The effective annual appreciation in the price of a 
stock, over a specific number of years, resulting from 
a combination of growth in earnings and decline in 
price/earnings ratio, can be determined as shown in 
the following example. In this example, assume that the 
company will grow at the rate of 10% per year, that 
the present price/earnings ratio is 30, and that the 
price/earnings ratio will have declined to 20 at the end 
of eight years. 


(a). Locate the “standard price/earnings ratio” col- 
umn marked P/E = 20. 

(b). Go down this column until you come to a 
price/earnings ratio of 30. Then, move horizontally to 
the left until you reach the vertical “P/E line.” Mark 
this spot. 

(c). Locate the number (8) on the “time line.” 
Mark this spot too. 

(d). Connect these two marks with a straight line 
and extend the line until it intersects the “R line.” Note 
the point of intersection. 

(e). Move horizontally to the left from the point 
noted in (d) until you come to the number 10. Read off 
the heading of the column in which this number lies 
(in this case the R = 5% column). This percentage, 
5%, is the effective annual percentage rise in price of 
the stock which will occur over the 8-year period as 
both the 10% rate of growth and the lower price/earn- 
ings ratio are realized. 


ADJUSTING FOR’ DIVIDENDS 


We have not considered the fact that many stocks pay 
dividends which are an important source of profit, in 
addition to price appreciation. This is especially true in 
situations where the growth rate is of the same order of 
magnitude as the dividend yield. In these instances, the 
neglect of dividends may well result in an incorrect 
calculation. An approximate adjustment for dividend 
income, useful in many instances, would be to add the 
yield to the per share earnings growth rate and use the 
resultant figure in place of the growth rate. 
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On the moon... and under it 


Sometime soon a man will thrust to the vast regions of outer 
space in an effort to reach the moon. 

On the day of the moon-shot certain other things will also 
happen. A woman will telephone her grocer. A man will 
sail a boat. A boy will play a trumpet. 

Anaconda takes part in both worlds. For example, we 
manufacture radar and special communications cables, nu- 
clear reactor cables and guided missile cables. They are 
made to exceedingly rigid specifications and close tolerances. 
They are dependable. 

Anaconda also makes telephone wires and cables—the 
kind you'll find in your own local phone system. We develop 
and produce strong, rustproof marine metals for boat screws, 
fittings and fastenings. Many fine trumpets play better be- 


cause their bells and tone chambers are electroformed with 
our “Plus-4”® Phosphorized Copper Anodes. Through these 
products as well as through constant development of new 
copper sources, Anaconda keeps pace with today’s needs— 
big or little. 

We like to think that our spaceman will land safely on 
the surface of the moon. But we’re not forgetting that people 
will continue to live and work in their accustomed ways— 
under the light of that same moon. Anaconda will be there. 
On the moon... and under it. 


AnaconnA 
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GOOD YEAR 
IN 
1960 


Results for 1960 were favorably 
influenced by record sales of our 
branded products, increased operating 
efficiencies of the Toledo integrated 
refinery and other new facilities, and 
further progress in our efforts to re- 
duce costs. The total physical volume 
of petroleum products sold was slightly 
below 1959, reflecting lessened demand 
for industrial products, particularly 
heavy fuel oil. : 


Our market position was strength- 
ened in 1960 through continued mod- 
ernization and expansion of marketing 
facilities, further improvement in our 
products and services, and aggressive 
advertising and promotion. Plans for 
1961 provide for the continuation of 
these efforts as part of a long-term 
program to meet the increasing tempo 
of competition in the oil industry. 


Midland Building 
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HIGHLIGHTS 
1960 1959 

Net sales and 

operating revenue. . . .$371,676,705 $368,087,538 
Earnings’... --. . « ~ <$ 24,661,984 $ 25,060;769 
Earnings per share of 

common stock. . .. . $4.94 $5.02 
Dividends per share of 

common stock. . ... $2.50 $2.50 
Capital expenditures. . . .$ 34,736,222 $ 40,434,599 


Net production of crude oil 
and other liquid hydro- 
carbons — barrels. . . . 14,402,263 14,213,465 


Petroleum products 
sold — barrels. . . . . 47,343,105 47,549,929 


Crude oil processed at 
refineries — barrels. . . 50,254,152 50,729,890 
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for a copy of Sohio’s 1960 Annual Report, write to the Secretary, Room 1476: 


THE STANDARD OIL COMPANY 


(AN OHIO CORPORATION) 


SPOOSSHSSSHSHSHSHSSHSHSHSSHSSHHSHHSHSHEHSHSHSHHSHSHSHHESEHSHOSSHEHEHEHEHHESEEEE 


SSSSHSSSSSSSSSSSHSSSSHSSSHESSSHSHSHSSHESSHSSSESHSSHSSHEHSSSEHEE 


e Cleveland 15, Ohio 


Which Shall It Be? 


Competition or Price Rigging by Government 


by Clair M. Roddewig 


THREE BILLS! HAVE BEEN INTRODUCED in Congress, 
two in the Senate and one in the House, which, if en- 
acted, will have the practical effect of directing the 
Interstate Commerce Commission to prevent the rail- 
roads from competing pricewise for the transportation 
business of the country. 


The legislation, if enacted, will assure the supremacy 
of the railroads’ competitors in all fields of commercial 
transportation — not as a reward for superior public 
service, but as a consequence of governmental price 
rigging and restraint of competition. 

If these proposals are enacted into law, the railroads 
will be left with the business their competitors don’t 
find profitable enough to bother with, or which their 
facilities are incapable of handling. 


Congress Enacts New Rate-Making Law 


This was precisely the precarious situation into which 
the railroads were being forced by discriminatory regu- 
lation before the enactment of the Transportation Act 
of 1958. 

The 1958 Act gave the railroads at least a fingertip 
hold on the right to price their transportation services 
so as to be able to meet the competition of the newer 
forms of transportation. 


Although this right to compete has, to date, proved 
uncertain and highly controversial, the railroads, never- 
theless, have been able to regain some of the business 
they at one time enjoyed. They also have been able to 
slow down the inroads their competitors have been 
making on other business that has been moving by rail; 
and they have been able to increase their participation 
in new business. 


Railroads’ Rivals Cry Foul! 


But their competitors are outraged. They are crying 
“foul.” Every freight rate proposed by the railroads to 
enable them to compete effectively with these newer 


1. S. 1089 introduced by Senator Yarborough on Febru- 
ary 28, 1961, and S. 1197 introduced by Senator Bartlett 
and others on March 3, 1961. H.R. 5937, introduced in the 
House March 24, 1961, by Representative Moulder, is iden- 
tical with S. 1197. 


Clair M. Roddewig, president of The Association of Western 
Railways, was named to that position while serving as president 
of the Chicago & Eastern Illinois Railroad. Mr. Roddewig holds 
a J.D. degree from the John Marshall Law School. During 
World War II he was general counsel for the Office of Defense 
Transportation. 
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forms of transportation is, from their point of view, “dis- 
criminatory,” “unfair,” “predatory,” and “ruinous,” 

The protected competitors of the railroads insist that 
nothing at all was changed by the 1958 Act—that the 
Interstate Commerce Commission has erred in inter- 
preting the Act or has been unduly influenced by the 
railroads. They pointedly suggest that some of the com- 
petitive rail rates which the ICC has approved since 
the 1958 Act are the illegitimate offspring of an “ICC- 
Railroad combination.” 

The railroads’ rivals have ganged up in an all-out 
effort to herd the railroads back behind the regulatory 
stockade, and to fasten the gates so securely that these 
newer forms of transportation need never again be con- 
cerned with competition from the railroads. 


Congress Pressured to Nullify 1958 Act 


These newer modes of transportation are engaged in 
a campaign to force Congress to restore the competitive 
shelter which they have enjoyed since their birth. 

Meanwhile, they are continuing their efforts to intimi- 
date the Interstate Commerce Commission, which has 
been extremely hesitant about loosening the competitive 
restraint on railroad transportation as clearly intended 
by the 1958 Act. 

They have the support, too, of powerful allies who 
are the special beneficiaries of these newer forms of 
transportation, or whose selfish interests are otherwise 
identified with them. James Hoffa and his powerful 
Teamsters Union are in the front ranks. 

It would appear that the competitors of the railroads 
have a great deal of confidence in their political strength, 
demanding, as they do, that Congress rescind a long and 
carefully considered policy that it adopted only a couple 
of years before. 


Right to Compete Is Key to Survival 


The railroads, on the other hand, have confidence in 
the justice of their position. They believe that when the 
chips are all down, and the public understands what is 
involved, the railroads’ freedom to compete will be up- 
held as being in the best interests of the people of this 
country. 

It would be useless to attempt to set the record 
straight on all of the untruths, half-truths, deceptive 
statements, self-contradictory arguments, and sheer non- 
sense that are being ground out by the railroads’ com- 
petitors in the effort to extinguish the railroads’ freedom 
to compete. 

A lot of this propaganda concerns itself with ancient 
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history—with things as they used to be, and not as they 
are today. The selfish interest behind it is apparent. A 
lot of it is demagoguery. Most of it probably can be 
brushed aside; all of it disregards a few facts that add 
up to plain, everyday common sense. 


In a competitive economy, the right to compete is the 
right to survive. Unless the railroads’ freedom to com- 
pete is firmly established in the law of the land, govern- 
ment ownership of the railroads is inevitable. There is 
no middle ground on either of these propositions. 


Government in Transportation 


Now, consider this: Government in this country is 
already in the transportation business up to its neck! 

Government owns the highways—a public investment 
of $150 billion in these transportation facilities. 

Government owns the inland waterways—a _ public 
investment of more than $5 billion in these transpor- 
tation facilities. 

With Canada, the United States government owns the 
St. Lawrence Seaway—an investment by this country, 
to date, of $131 million in this transportation facility. 

Government owns the airports—a public investment 
of about $5 billion in these transportation facilities. 

And this list could be extended considerably. It would 
include the Panama Canal; navigation aids for air and 
water transportation; harbor improvements; and so on. 


Government vs. Private “Roadway Facilities” 


How much money is involved? Who knows! What- 
ever the total, it is many times more than the investment 
of private capital in railroad rights-of-way, tracks, 
bridges, tunnels, signals, and the other “roadway facili- 
ties” of the railroads. 

These “roadway facilities” used by railroad trains are 
comparable to — indeed, are the counterparts of — the 
“roadway facilities’ owned by government at various 
levels, and used by the motor vehicles, barges, ships, 
and airplanes which are owned and operated by private 
interests in competition with the railroads. 

The railroads and the privately-owned pipelines are 
the only forms of transportation whose “roadway facili- 
ties” are not owned by the government. 

And it should be reasonably clear that unless the 
government takes its feet off the necks of the railroads, 
it won't be long before the government will own them 
too. 


Government's Dual Role: Part Owner 
and Wrecker of Competition 


If the railroads’ freedom to compete, as provided by 
Congress in 1958, is frustrated by the Interstate Com- 
merce Commission, or if the 1958 change should be 
repealed by Congress as proposed by the pending bills, 
the commercial transportation business of the nation 
will be allocated among the various transportation 
agencies by the simple device of price rigging. All would 
be as it was before the 1958 Acct. 

The interests that oppose the railroads know that the 
railroads can haul most freight more cheaply than they 
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can, and that the railroads can haul a great deal more 
freight than they now do, with relatively little additional 
cost, provided they are allowed to compete. 

This ability to compete, of course, jeopardizes the 
position the newer forms of transportation have attained 
with the aid of Government, which furnishes their road- 
way facilities and has been rigging freight rates for their 
protection. 


Government Has a Conflict of Interest 


So today, the highway transportation interests are 
saying to Uncle Sam, and to the state and local govern- 
ments: 

“See here, you’ve got so much money tied up in 
highways—and you’re committed to put so much more 
money into them—that you’ve got to protect commer- 
cial highway transportation from railroad competition. 
If you think you’re going to pay part of the cost of these 
highways with the user taxes you collect, you’d better 
keep on rigging freight rates for our protection.” 

The inland waterway interests, which have success- 
fully fought off tolls or user charges,.say to Uncle Sam: 
“You’ve got a lot of tax dollars sunk in these inland 
waterways, and while we’re not paying you back any- 
thing, you’re going to get in mighty bad with a lot of 
our political friends if you don’t keep the railroads out 
of our hair.” 

The St. Lawrence Seaway interests remind Uncle 
Sam: “You’ve spent a lot of money on this job, and 
you know you’ve got to spend a lot more before it’s 
finished. But how do you think we can make a success 
of it if you don’t make the railroads keep their rates 
high enough so that the business will be steered to us. 
We’re supposed to be paying for this seaway through 
tolls, you know, and you’d better keep in mind where 
the dough’s coming from.” 

They’re interesting questions, aren’t they? 


Rails vs. Competitors as Local Taxpayers 


On the other hand, the railroads pay about $400 
million a year in taxes on their roadway facilities—to 
state and local governments. These taxes are used for 
education, police and fire protection, health and welfare 
purposes, highways, airports, and the other functions of 
state and local governments. 

In contrast, the roadway facilities used by the rail- 
roads’ competitors, being publicly-owned property, are 
not taxed at all—although motor vehicles, of course, do 
pay license fees and fuel taxes/for the use of the high- 
ways. Such taxes, however, generally are dedicated to 
the maintenance and improvements of the highways. 

To digress a moment, it might be asked why, with the 
railroads paying taxes of $400 million a year on the 
roadway facilities they use, for the support of state and 
local governments, the railroads’ competitors—whose 
revenues and profits are now more than those of the 
railroads — shouldn’t be expected to make a propor- 
tionate contribution to the support of state and local 
governments, in consideration of the use they make of 
publicly-owned facilities? 
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If the United States were to take over the railroads, 
state and local governments, of course, would lose the 
$400 million in taxes the railroads are paying them 
each year. : 

It is a pretty safe guess, however, that if the govern- 
ment should ever take over the railroads of this country, 
it will be through necessity—brought on by government 
itself—and not in response to any popular demand. 


Railroads Continue Indispensable 


It is almost inconceivable that the railroads will ever 
be folded up, and supplanted by other forms of trans- 
portation. They are the only form of transportation that 
can transport “anything, anywhere, anytime.” They re- 
quire less manpower and fuel per ton of freight moved 
than any other form of land transportation. Last, but 
not least, the railroads are mass producers of transpor- 
tation, whose unit costs go down as volume goes up. 


This ability to reduce costs through volume, and to 
obtain volume through reduced charges, is to the ad- 
vantage of consumers and industry alike. But the public 
can be deprived of these benefits by regulation that 
denies the railroads the freedom to compete. And with- 
out that freedom, the railroads cannot obtain the volume 
of business needed to justify lower charges. 

The principal threat to common carriers and other 
types of regulated public transportation today is the 
growth of private and unregulated transportation. 
Ninety per cent of intercity travel today is by private 
automobile. A large and rapidly increasing portion of 
the intercity freight transportation is now being done by 
motor vehicles, barges, and even ships, that are not en- 
gaged in furnishing transportation for the general public. 
These are operated by producers, processors, manufac- 
turers, wholesalers, and retailers, for the distribution 
mainly of their own goods. 


Private and Other Unregulated Transport 
Is Fastest Growing 


With the exception of the railroads’ new piggyback 
services, private transportation is the fastest growing 
form of transportation in this country today. 

The reason for the rapid growth of this do-it-yourself 
type of transportation can only be this: Shippers are 
finding it more satisfactory to provide their own trans- 
portation—either because of greater convenience, or 
lower costs, or both. The restriction on the freedom of 
the railroads to establish competitive prices blocks them 
from effective competition. 


The regulated motor carriers engaged in public trans- 
portation have been unable to meet this competition for 
other reasons. Unlike the railroads, their costs do not 
drop appreciably as they increase their volume. The 
railroads, on the other hand, with the development of 
piggyback—that is, trailers on flatears—are now com- 
bining the advantages of truck transportation with low- 
cost rail haul; and the more business shippers give them, 
the cheaper they can haul it. 


However, even with the change in the rate-making 
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provision of the Interstate Commerce Act made by the 
1958 amendment—a change which could have had no 
other purpose than to give the railroads freedom to 
compete—the railroads have been having a difficult 
time with the Interstate Commerce Commission. Con- 
tract rates, guaranteed rates, and volume rates, and 
other competitive rates are invariably opposed by the 
railroads’ competitors. The Interstate Commerce Com- 
mission has allowed some of these to go into effect; it 
has knocked out others. 

For instance, a few weeks ago the ICC ordered the 
New York Central to cancel a contract rate that it had 
put into effect nearly a year before. The rate was con- 
tingent on volume. Such rates are permitted in Canada, 
Britain, and France. No shipper had complained—only 
the motor carriers and the water carriers. The Com- 
mission, in what appeared to be a far-reaching decision, 
declared that the rate constituted “a destructive com- 
petitive practice within the meaning of the national 
transportation policy.” “The inevitable effect of a con- 
tract rate,” it stated, was “to destroy competition for 
the duration of the contract.” 


Competition Basis of U. S. Economy 


A sharp dissenting opinion pointed out the obvious— 
that “any competition tends to be destructive of com- 
peting interests in some degree.” An attempt, “by means 
otherwise lawful,” to stem diversions or to regain traffic, 
“can hardly be called unduly destructive.” 


The Commission used its interpretation of the mean- 
ing of the national transportation policy in another 
recent and astounding decision to circumvent the 1958 
Act and raise a “rate umbrella” for the protection of 
a water carrier operating between the East Coast and 
Texas. The Commission arbitrarily pegged railroad 
piggyback rates at 6% higher than rates for similar 
service by a water carrier. 

The people of this country are firmly committed to 
fair competition. They recognize competition as the 
motivating force that pushes the economy of the United 
States, and the standard of living of its people, ever 
upward! 

Witness the anti-trust laws of the United States 
and their vigorous enforcement by the Department of 
Justice. 

Witness the fines recently imposed on 29 of the coun- 
try’s largest manufacturers of electrical equipment for 
collusion in curtailing competition through price fixing. 

Witness the jail sentences imposed on seven of their 
officers for participating in this collusion to restrict com- 
petition. 

Witness the breaking up of some of the largest in- 
dustrial empires in the nation because they were found 
to have been engaged in practices that restricted com- 
petition. 

But look who is restraining competition in the trans- 
portation industry! Look who is doing the price fixing! 
It’s the same government that is enforcing competition 
elsewhere. It’s the same government that is hauling 
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offenders into court, fining them, and sending some to 
jail! 
Facts Explode Monopoly Myth 


“But,” wail the railroads’ competitors, “the railroads 
are big fellows; they can put us all out of business! They 
are monopolies and have to be restrained!” 

And that may have been true a long, long time ago. 

Half a century ago, practically all of the intercity 
travel in this country was by railroad train. Today, 
90% of the intercity travel is by private automobile, 
2%4 % by bus; 4-2/5% by airplane; and 3% still travel 
by railroad. 

Times and conditions do change! 

Half a century ago, practically all of the intercity 
freight movement in this country was by railway. To- 
day, other forms of transportation—motor carriers, both 
tegulated and unregulated, pipelines and barge lines, 
ships and airplanes—account for more than half of this 
business; or 56%. The railroads’ portion has dropped 
to 44%. 

The regulated motor carriers’ traffic volume last year, 
measured in ton-miles, was three times what it was in 
1946. By contrast, railroad freight business last year, 
also measured in ton-miles, was 4% less than in 1946. 

Comparable figures for the transportation service per- 
formed by unregulated motor vehicles are not available. 
It is estimated, however, to be about twice that of the 
regulated motor carriers. This is the type of transpor- 
tation that is growing at a phenomenal pace. 

A recent government study predicts that private and 
exempt carriage (by water, pipeline and air, as well as 
by highway) can be expected to account for half of the 
intercity freight not later than 1975. 


Rails Retain Lead in Low-Rated Freight 


The revenues of the regulated motor carriers alone in 
1960 are estimated at $71 billion. The railroads, rev- 
enues for the transportation of freight, mail and express 
were about $9 billion. 

The railroads hauled most of the heavy, bulky and 
least valuable traffic—which, of course, moves at the 
lowest rates, and is the least profitable to handle. This 
is evidenced by the fact that the railroads, to collect the 
$9 billion that shippers paid them, had to transport 
6 times as many ton-miles of freight as the regulated 
motor carriers transported to earn $7% billion. 

Times and conditions do change, indeed. 

The situation today is a far cry from the monopolistic 
bogeyman image of the railroads that their detractors 
are trying to convey to the public. 

The railroad industry, for its part, has no desire to 
detract from the images their competitors have built for 
themselves—a spectacular rise from infancy, generated 
by initiative and enterprise, to the creditable positions 
they have now attained, where some of them in the 
motor carrier field now surpass good-sized railroads in 
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miles of road service and gross revenues. Nor is there 
any wish to detract from their claims of important bene- 
fits accruing to shippers and the general public from 
their varied services. 

But if these images represent the whole story, why 
are they all so insistent that price rigging by government 
take the place of fair competition? 


Competition or Price Rigging? 


If all forms of transportation have an equal oppor- 
tunity to compete and are not permitted to engage in 
unfair competitive practices, then if one form of trans- 
portation succeeds in getting more patronage than an- 
other, it will be because that form of transportation is 
giving shippers the kind of service they want at prices 
the shippers are willing to pay. 

Isn’t that the way it should be? 

From the standpoint of the interests of the public, 
isn’t that better than having a body of regulators decid- 
ing what business shall go to whom, rigging freight 
rates accordingly, and then justifying their decisions by 
obstinate misinterpretations of the “meaning of the 
national transportation policy”—decisions that wholly 
ignore the condemnation of price rigging written into 
the Interstate Commerce Act by Congress in 1958? 


Survival of American Economy at Stake 


And who is going to take issue with what Federal 
Judge J. Cullen Ganey said in imposing the fines and 
sentences on the electrical equipment manufacturers? 

“What really is at stake here,” he declared, “is the 
survival of the kind of economy under which America 
has grown to greatness—the free enterprise system. 

“The conduct of those who had conspired to re- 
strict competition by price fixing,” he continued, “had 
flagrantly mocked the image of that economic system of 
free enterprise which we profess to the country, and 
destroyed the model which we offer today as a free 
world alternative to state control and eventual dictator- 
ship.” 

These words are of historic significance. 

Their application to what has been going on in the 
regulation, by government, of the business of transpor- 
tation in this country, and the two rate-rigging bills now 
before Congress, deserves the sober consideration of 
every member of Congress. Judge Ganey’s words de- 
serve similar respect by all those who are occupied 
with the administration of present regulation of trans- 
portation. 

The Court’s observations should have a very special 
meaning to everyone who appreciates the American 
standards of living, which have their roots in individual 
initiative, personal incentive, and private enterprise, and 
blossom only in the climate of fair competitive freedom. 

Better goods and services and increased productivity 
are not the results of restaining competition and rigging 
prices. 


THE FINANCIAL ANALYSTS JOURNAL 


<= 
a 
° 


® 
@° 


ROLLING MILLS 

Navaco Company 

Peerless Roll Leaf Company 
uaker State Metals 
ompany 

Stamford Rolling Mills 

Company 


© 


SUPERALLOY 
PRODUCTS 
Austenal Company 


Crucible Steel Casting 
Company of Milwaukee 


Misco Precision Casting 
Company 


METALS/REFRACTORIES 
. Frank Samuel & Company 

Howe Refining Company 

WaiMet Alloys Company 


MINING 
Tungsten North Carolina 
Copper-Zinc Canada 
Silver-Lead-Zinc Mexico 


ELECTRONICS/ 
NONDESTRUCTIVE 
TESTING 


Howe Precision Products 
Company 


Sperry Products Company 


500 Fifth Avenu 
New York 36, N. Y. 


THE NEW HOWE SOUND COMPANY... 
AN INTEGRATED INDUSTRIAL GROUP 
More than 80% of Howe Sound income is from the manufacture of essential products 


for industry, including the electronics, aircraft and missiles field. Send for Annual 
Report. Howe Sound Company, 500 Fifth Avenue, New York 36, N.Y. | 


Regs 


i i ident 
olders from James A. Wilson, Vice Presi 


o to United Gas Corp. Shareh 


Mem 


ged Te oe gee we 


eS ee Oa eae 
SECEDE cay Pee ph See wh! So eek PRO’ Re Rew 


‘OVER 585,000 RETAIL CUSTOMERS" 


The Distribution Divisions of United Gas Corporation sell 
natural gas at retail to industrial, commercial and domestic 
customers in 557 cities, towns and communities in Louisiana, 
Mississippi and Texas. Over 14,500 miles “of (distributaon 
mains and service lines are owned and operated to provide 
dependable natural gas service to our 585,958 customers, who 
bought over 79.2 billion cupicer feet of fase in 2960s eanee 
1955, more than 77,000 customers have been added by our Dis- 
tribution Divisions -evidence 

of the continuing population UNITED 
and economic= growth of). the ‘ 
dynamic Gulf South area served 
by our company. 


SERVING THE GULF SOUTH 


CORPORATION Headquarters, Shreveport, La. 


VY an Or sRoeLemD = an LOHAN ReG aie San, HaeASNe DLE OFF NO AcTcUeRS AVL VAG Ags 


- tions. 


‘Paperbedding’ the Solution to Automation 


PROFITING BY PARKINSON’S LAW 


ONE OF THE MOST HUMOROUS, yet 
also profound literary documents of 
contemporary civilization is a cele- 
brated little book entitled Parkin- 
son's Law by the notable English 
historian and wit, C. Northcote 
Parkinson. 

Clearly, this book is a caricature 
of the “organization man” and his 
propensity toward work multiplica- 
tion, which is found today in all 
walks of organizational behavior. It 
is, of course, most clearly manifested 
in the field of Public Administration 
(i.e., bureaucracy), but with some 
effort, one can see that it permeates 
all organizational life: the church, 
the state, the corporations, the uni- 
versities, and even financial institu- 
The good humor notwith- 
standing, there is a “moral impera- 
tive” which rings out from the book, 
saying: “Let’s cut the red tape, and 
get back to work—real work, that 
is.” In a welfare economy, this “im- 
perative” will not be heeded, so we 
need not bother with it in the sequel. 

If Parkinson’s views of contem- 
porary organization life have merit, 
and I think they have, then nume- 
rous implications can be drawn. 
Among these are ones which, it 
seems to me, should provide many 
opportunities for inveterate players 
of the stock market. Indeed, since 
“growth” is the byword of Wall 
Street, surely we can discern a few 
growth areas arising from the opera- 
tion of Parkinson’s Law. But before 
launching into this effort, logical pri- 
ority must be given to Parkinson’s 
Law itself. For those unacquainted 
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with its insidious operations, it 
seems worthwhile to review briefly 
how the “Law” works. 


The Elasticity of Work 


In its simplest form, Parkinson’s 
Law states that “work expands so as 
to fill the time available for its com- 
pletion.” All of us know persons who 
busy themselves with a task, and 
constitute living proof that it takes 
three days to do what the normally 
industrious person can do in one 
day. These persons have somehow 
managed, sometimes without con- 
scious effort, to stretch the work 
over time, and indeed, to massively 
increase its content (quite unneces- 
sarily). 

So, what started as a simple task 
is transformed, along the way, into a 
monstrous workload. These “dedi- 
cated” souls create so much work in 
the process of “working” that, if 
carried to its logical absurdity, they 
could never finish a job. To say the 
least, they create a great deal of 
work for their associates. Thus, a 
thing “swells in its importance and 
complexity in a direct ratio with the 
time to be spent.” Work is elastic 
with respect to time. 

This being the case, there is no 
necessary correspondence between 
the work to be done and the size of 
staff to which it is delegated. Indeed, 
in many organizational pursuits, 
these are not related at all. Or as 
Parkinson so aptly expresses the 
matter: “The fact is that the num- 
ber of officials and the quantity of 
work are not related to each other at 
all. The rise in the total of those 
employed is governed by Parkin- 
son’s Law and would be much the 
same whether the volume of the 
work were to increase, diminish, or 
even disappear. The importance of 
Parkinson’s Law lies in the fact that 


it is a law of growth based upon an 
analysis of the factors by which that 
growth is controlled.” 

Concrete evidence, bearing on 
this proposition, is taken from two 
British cases. One is the case of the 
British Admiralty in which, between 
the period of 1914 and 1928, the 
Royal Navy diminished one-third in 
men and two-thirds in ships. Yet, 
Admiralty officials grew by 78%, or 
6% per annum, and “this growth 
was unrelated to any possible in- 
crease in the work.” Doubtless, this 
produced a “magnificent navy on 
land.” Similarly, the administrative 
official staff of the Colonial Office 
expanded from 372 to 1,661 people, 
or 6% growth per annum, during 
the years from 1935 to 1954. This 
would not seem peculiar except for 
the fact that the overseas empire was 
on the decline and there were less 
people to govern. 


Toward a Staff Multiplier 


Two axioms are immediately dis- 
coverable in the operation of Park- 
inson’s Law: “(1) An Official wants 
to multiply subordinates, not rivals, 
and (2) Officials make work for 
each other.” To illustrate these 
axioms, we may conjure up a career- 
minded Civil Servant (in the U. S. 
or in Britain) who, in the interest 
of matching wits with a mounting 
workload (which he largely created 
for himself) and of gaining a much- 
ly overdue promotion, proceeds to 
practice a bit of “gamesmanship.” 
Now the expanded workload could 
easily be handled through the em- 
ployment of one assistant. But this 
won’t do. So, he requests two assis- 
tants. (Parkinson’s Law is operat- 
ing.) Dividing the work with but 
one assistant implicity recognizes the 
equal status of the assistant, not to 
mention the fact that this new man 
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Extracts from the report of the Directors to the 
Shareholders: 

There was a slowing down in the rate of growth 
of the Canadian economy in 1960. Although the gross 
national product was about the same as in 1959, 
industrial production lagged during a good part of 
the year and construction activity dropped sharply. 
Notwithstanding current economic difficulties, there 
is no ground for lack of confidence in the future. 
Accordingly, your Company pressed forward its 
program of improving facilities and services. In the 
transportation field the dieselization program was 
completed, additions were made to the modern train 
signalling system already in operation over various 
stretches of main line track, and piggyback and mer- 
chandise services were further expanded. The freight 
traffic department of your railway was reorganized 
in order to increase the effectiveness of sales effort. 
An important international route was added by your 
Air Lines, and the ‘Empress of Canada” was launched. 
In other fields, existing communication services were 
extended to new areas, a new wire-photo facsimile 
service was inaugurated, and exploration and develop- 
ment of your oil and gas interests in Western Canada 
continued. 

The MacPherson Royal Commission on Transporta- 
tion which was appointed in May of 1959 continued 
its hearings throughout the year and the report of 
the Commission is expected by March 31, 1961. Any 
remedial action regarding the statutory rates on grain 
and grain products will necessarily be delayed until 
the Commission has made its report to the Govern- 
ment of Canada. 

Following the failure of the Conciliation Board to 
bring about a settlement of the dispute between the 
railways and the unions representing the non-operating 
employees, the unions declared their intention to 
strike on December 3. The strike was averted under 
an Act of Parliament, expiring May 15, 1961, which 
provided for the continuation of the operation of 
the railways. 


80TH 


Canadian Pacific 


RAILWAY COMPANY 


Railway revenue was 4% below that of 1959. Most 
of the decrease was in freight revenue but passenger 
revenue was also lower, reflecting in part the policy 
of your Company of reducing unprofitable passenger 
train mileage wherever possible. In view of lower 
revenues, it was necessary to curtail expenses and a 
reduction was effected despite increased labour rates 
and material prices. Net railway earnings, at $33.7 
million, decreased 7% and provided a return of 2.5% 
on your net investment in railway property. 


Income from sources other than the railway amounted, 
after income taxes, to $12.4 million, a decrease of 
$276,000. Increases in dividends from The Con- 
solidated Mining and Smelting Company of Canada 
Limited and in earnings from hotels and communica- 
tions were offset by a loss from your steamships 
compared with a profit in 1959, an increased loss 
on your Air Lines, and a decrease in net income from 
petroleum rents, royalties and reservation fees, partly 
owing to the transfer of certain mineral rights to your 
wholly-owned subsidiary, Canadian Pacific Oil and 
Gas Limited. 


Net Income, after fixed charges, totalled $29.0 million. 
After providing for dividends of 4% on Preference 
Stock, income per share of Ordinary Stock amounted 
to $1.81, as compared with $1.97 in 1959. After 
dividends on Ordinary Stock totalling $1.50 per share, 
a balance of $4.4 million was available for moderniza- 
tion and other corporate purposes. 


Capital expenditures totalled $71 million. Of this, 
$53 million was expended on railway plant and equip- 
ment, $9 million on aircraft leased to your Air Lines, 
$4 million on steamships, $3 million on communica- 
tion facilities, and the balance on hotels and other 
properties. 
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Canadian Cacific 


INCOME ACCOUNT 
ilway 1960 1959 
evenue...... $ 457,105,482 $ 477,805,874 


423,430,812 441,759,581 


let Earnings.... $ 33,674,670 $ 36,046,293 
12,402,177 12,677,751 


$ 46,076,847 $ 48,724,044 
17,105,571 17,435,113 
et Income..... $ 28,971,276 $ 31,288,931 


3,096,742 $ 
21,498,684 


Preference Stock $ 3,029,053 


Ordinary Stock.. 21,497,897 


Balance trans- 


ferred to Re- 

tained Income 

Account...... $ 4,375,850 $ 6,761,981 
HIGHLIGHTS 


Year-end Position 

Working Capital. $ 98,628,477 $ 89,960,458 
Investments.... 164,196,298 156,967,926 
Properties...... 2,360,364,489 2,349,479,762 
Funded Debt.... 172,874,316 186,463,477 


Tax Accruals 
Income Taxes... $ 26,270,000 $ 27,260,000 
Property and 


Other Taxes. . 13,291,594 11,715,342 
Traffic 
Tons of Revenue 

Freight Carried 56,923,940 57,878,732 
Revenue Passen- 
gers Carried.... 7,058,767 7,739,503 
Revenue per Ton 

Mile of Freight 1.52¢ 1.57¢ 
Revenue per 

Passenger Mile 3.03¢ 2.99¢ 
Employees 
Employees, All 

Services..... - 74,037 79,882 


Total Payroll... $ 306,869,026 $ 321,985,962 


Average Annual 
Wage........$ 


e TRUCKING © PIGGYBACK 


4,145 $ 4,031 


$ 24,595,426 $ 24,526,950 


would constitute his only possible 
successor. No, this definitely won’t 
do. 

Thus, two assistants are hired. 
This produces several advantages 
for our Civil Servant. He is the only 
one who can comprehend the work 
of both. He can keep his assistants 
in check by their fear of the other’s 
promotion. Then, too, he can cap- 
ture a bit of extra prestige from an 
expanding staff organization. 

In the course of time, it is inevi- 
table that one of his juniors com- 
plains of being overworked. Whether 
this happens to be true or not is 
irrelevant. Now our junior execu- 
tive cannot have an assistant unless 
the other is similarly equalized. But 
again, one assistant for each will not 
do. Thus, four additional subordi- 
nates are put on by our Civil Ser- 
vant, all in the interest of avoiding 
internal frictions, insuring his pro- 
motion, and maximizing human re- 
lations. The process continues, at 
something like an exponential rate, 
so that “seven officials are now 
doing what one did before.” 

In this process, it is erroneous to 
assume that any one is idle. To the 
contrary, all are quite busy; indeed, 
busier as time progresses. If we 
should intervene into this process, 
what will we likely find them doing? 
Undoubtedly they will be filling out 
endless forms (in fact, creating 
new forms); writing memos; letters; 
transmittals; reports; doing studies; 
deleting; rewriting; and duplicating 
these literary efforts. Thus, they 
create a veritable flood of paper 
work for each other to scrutinize, 
sign and pass on the next man. The 
administrative work continues to 
mount. The paper work exfoliates, 
governed by its own laws of growth. 
It is an open-ended process, one 
bearing a resemblance to cancerous 
growth, which ultimately must over- 
come the organization. Put in the 
meanwhile, it appears healthy, ro- 
bust, full of life and energy, and 
above all, growing (a sure sign of 
progress! ). 

Besides administering and coordi- 
nating paper work, our imaginary 
Civil Servant must turn to other 
problems created by his synthetic 
organizational unit (which has now 


grown much larger). He now has 
personnel problems (personality 
clashes, conflicts, jealousies); poli- 
tical intrigue (one of his assistants 
is breathing down his neck); files 
are jamming up, producing a need 
for new filing clerks and cabinets; 
and extra secretaries must be hired 
(yes, we need an Office Manager to 
supervise the growing secretarial 
group ). Finally, the unit needs more 
space into which to spread its “use- 
ful” operations. Thus, the process 
expands inexorably, from which we 
can see that “administrators are 
more or less bound to multiply.” 


Staffing the Economy 


Parkinson’s Law has one impor- 
tant implication at the outset: it 
tends toward full employment. If its 
operation seems somehow diaboli- 
cal, at least it meets the test of the 
Employment Act of 1946. There is 
implicit in Parkinson’s Law a multi- 
plier concept, which perhaps should 
rank in importance with Keynes’ in- 
vestment multiplier, or the demand 
deposit multiplier in the banking 
system. It applies to administrative 
employment, such that the employ- 
ment of one paper-pusher in the 
economy entails the need for several 
others elsewhere in the economy, to 
process the growing paper work. 
Thus, like Keynes’ propensities and 
multipliers, we should formulate 
and develop similar propensities and 
multipliers for our “staff economy.” 
(Wouldn’t this make a magnificent 
subject for a Ph.D. dissertation?). 

Since the operation of Parkinson’s 
Law is widespread (empire building 
goes on everywhere), then it must 
have implications for nearly every 
kind of organizational (together- 
ness) activity. What of its implica- 
tions for the future of- business or- 
ganizations? We hear much talk that 
automation will so alter the produc- 
tive process as to create massive 
unemployment. This is nonsense! 
Parkinson's Law will bail us out. 
The thinning line of production 
technicians will be assisted by a 
massive growth of staff employees of 
all types and shades. Enormous in- 
ternal and external staffs will mush- 
room. Quite naturally, the growing 
staffs, being susceptible to the charge 
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of “paperbedding” (which is to busi- 
ness what “featherbedding” is to 
labor), will come to be governed by 
a superstaff known as the “Office to 
Prevent the Operation of Parkin- 
son’s Law.” Ultimately, this may 
become the major staff function of 
organizations, dwarfing in size and 
consequence the other staffs which 
it presumably controls. 

Parkinson has addressed himself 
to the conscious, deliberate efforts of 
“Status Seekers” to achieve organ- 
izational success. But an equally 
insidious, yet indirect, process is at 
work. While Department “A” is 
expanding its staff and paper work 
through the conscious ambitions of 
one boss, it nevertheless creates a 
profusion of work for other depart- 
ments, and like it or not, these de- 
partments must put on more person- 
nel to handle the enlarged workload. 
All this happens within the firm. 
Externally, massive outgoing mails, 
sent to other business institutions, 
creates a further need for the re- 
ceiving organizations to hire addi- 
tional paper-pushers. And so it goes, 
tending toward “gainful” full em- 
ployment. 

One further implication is note- 
worthy. We hear much of “cost- 
push inflation” attributed to the 
strategic power of labor unions. This 
is bound to pass since staff employ- 
ees (who will be in the ascendancy ) 
will be defined as members of man- 
agement, not labor. This job classifi- 
cation, along with the effects of 
automation, should eventually re- 
duce labor unions to insignificance. 
But we will then be faced with a new 
kind of inflation: “staff-push infla- 
tion.” How can we reckon with this? 
No one knows, but we can hint at a 
partial solution: increase or lower 
stamp and paper prices to control 
mail flows like Federal Reserve pol- 
icy controls money flows. Naturally, 
this will require a new superagency, 
at the Federal level, but we may rest 
easily that it is intended to bring the 
new kind of inflation under adminis- 
trative control. 


Cashing in on ‘Paperbedding’ 


With the operation of Parkinson’s 
Law becoming well-nigh a universal 
phenomenon, it should quite natu- 
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rally generate a few possibilities in 
the stockmarket for keenly percep- 
tive investors. After all, Parkinson’s 
Law—when and where it is found to 
operate on a massive scale—seems 
to point to a “growth industry” rate 
of expansion. At least it should help 
to sustain (if not to cause) the 
growth rate of those industries and 
companies somehow linked with the 
operation of Parkinson’s Law. A 
few examples come rather quickly 
to mind. 

Paper. The paper and associated 
industries, of course, top the list as 
suitable growth candidates. The 
mushrooming nature of paperwork, 
which knows no bounds, is wholly 
dependent on paper and paper sup- 
porting industries (such as tree 
farming, chemical processing, wood 
pulp, pencil making, and so on). As 
one sage recently put it: “The first 
flood was water; the next flood will 
be paper.” Also, we should not fail 
to mention those inventive firms 
which must furnish the variety of 
printed business forms by which the 
economy keeps track of its “per- 
formance.” 

Office Equipment. When admin- 
istrators, coordinators and office 
clerks are multiplying (as they in- 
evitably will do), they must be 
equipped with the latest in prestige- 
building office furniture: desks, filing 
cabinets, calculators, dictating ma- 
chines, typewriters, water coolers, 
etc. Likewise, this will have an im- 
pact on photography (microfilming) 
and duplicating machines. New 
storage and office space must be 
built, giving a welcome shot in the 
arm to the construction industry. 

Computers. As_ staff work be- 
comes increasingly massive and 
complex (this being a function of 
time over which work is spread), 
there derives a fundamental desire 
for rapid-performance data process- 
ing machines and electronic compu- 
ters. The mounting paper work, 
nearly out of hand, can only be effi- 
ciently handled by electronic robots. 
With respect to electronic compu- 
ters, this author’s variant (Ken- 
nedy’s variant) of Parkinson’s Law 
may be suggested: Work expands 
so as to fill the computer’s available 
time. Thus, a department’s prestige 


is proportional to the amount of time 
it employs the machine, regardless 
of the substantive character of the 
work to be done. Looking to the 
future, firms will find it necessary to 
hire Machine Psychiatrists, to treat 
the neurosis of the almost human- 
glutted computers. (This will doubt- 
less be called “machine therapy” or 
“computer adjustment.” ) 


Publishing. This is certain to be 
a booming industry. How can it be 
otherwise? One area of prodigious 
growth, in recent years, has been the 
expanding number of professional 
journals and magazines. Since an 
essential criterion for promotion at 
academic institutions is the mass 
production of literary efforts, it fol- 
lows that new publications must be 
invented, almost monthly, to ac- 
commodate the onrush of these “cre- 
ative” urges. [Hear! Hear!—Ed.]. 
By some rare and strange logic, 
these literary efforts are called “re- 
search.” However, when the truth 
is fully known, it will be found that 
most academic articles are designed, 
not to advance the state of the arts, 
but rather, to advance the state of 
the authors (usually from Assistant 
to Associate Professor) .* In all such 
“research,” the formation of knowl- 
edge is merely secondary, and in- 
deed, accidental. 


Once such “research” commences, 
to be finally synthesized into pub- 
lishable form, the mechanism of 
Parkinson’s growth is already well 
underway: research money is de- 
manded; teams are organized; grow- 
ing clerical staffs must be formed; 
computers whir. New “specializa- 
tions” in the arts may even grow out 
of these efforts. Naturally, new pro- 
fessional journals, to accommodate 
the proliferating thought streams, 
must be launched. Herein lies the 
inexorable logic of Parkinson’s Law. 

If, at some point in the editorial 
process, the proper test of publish- 
ing any literary effort is applied— 
that is, by asking the question: so 
what? — the publishing industry 
might be set back 50 years. (If the 
editors of this magazine should hap- 
pen to take this occasion to enforce 


*(You said it, we didn’t—The Edi- 
tors). 
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the “literary test,’ ['m afraid this 
article will remain forever in unpub- 
lished form. ) 

Consulting. There has been a re- 
cent upsurge in professional consult- 
ing and service firms “coming to 
market” for funds. These firms I 
elect to call “external staffs,” be- 
cause they serve clients in much the 
same way that “internal staffs” do. 
The advantage to clients in using 
“external staffs” is that they are 
terminable by contract. But “in- 
ternal staffs” are not so easily term- 
inable; indeed they hang on to the 
bitter end. (Remember, we must not 
disemploy internal staff people; this 
upsets “human relations’—the new 
myth). Consulting and service firms 
can now be found in nearly all areas 
where Parkinson’s Law _ operates 
best; so there are certain to be nu- 
merous growth opportunities here. 

By some imaginative thought, the 
human mind should be able to pro- 
duce a comfortably large list of in- 
vestment possibilities arising from 
the fertile implications of Parkin- 
son’s Law. We have failed to men- 
tion many other investment areas 
which should attract your attention; 
i.c., for those masterfully playing the 
game, the drug and distilling indus- 
tries (tranquilizers and good whis- 
key) should continue to prosper. 
Yes, the implications abound. 

Finally, if you propose to lay your 
bets on Parkinson’s Law, and to 
select your securities accordingly, 
then you might be led to employ 
another of his famous laws, namely 
the Law of Triviality (especially as 
it applies to high finance), which 
states that “the time spent on any 
item of the agenda will be in inverse 
proportion to the sum involved.” 
Now you are getting the idea. 


INTERNATIONAL 
HARVESTER 
COMPANY 


The Directors of International 
Harvester Company have declared 
quarterly dividend No. 171 of one 
dollar and seventy-five cents ($1.75) 
per share on the preferred stock, 
payable June 1, 1961, to stockhold- 
ers of record at the close of business 
on May 5, 1961. 


GERARD J. EGER, Secretary 
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Imagine Seeing Me 
In Our Annual Report! 


“T’m Robert Perry, cable splicer at Toledo Edison. Together 
with twenty-five of my fellow workers, I appeared on the cover 
of Edison’s Annual Report. If you live in Northwestern Ohio, 
you probably saw us in the newspapers and on television, too. 
In a recent series of ads, we spoke for our company .. . explaining 
why electricity would still be a bargain even if it cost a few 
cents more a day. 

“We spoke a language everybody understood. Our friends and 
neighbors said we did all right. Most of them agreed—if we were 
to continue to expand our services ahead of Toledo’s growth, we 
needed a rate increase. And we’re pleased to report that it was 
granted.”’ 


Highlights From Our 1960 Annual Report... 


revenues up $2 million, or 4 percent 

e earnings per share held steady at $1.12, even though taxes 
increased $800,000 to an all-time high of $11.7 million 

e power generation reached a new efficiency peak at 10,455 

btu/kwh 

a $9.3 million construction program planned for 1961 

the best accident prevention record in 24 years 


Write to Public Relations Dept., The Toledo Edison Company, 
Toledo 1, Ohio, for your copy of our 1960 Annual Report. 


TOLEDO EDISON 


an investor-owned electric company serving Northwestern Ohio 
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ICONORAMA _. part of NORAD 


ICONORAMA’S display keeps the Canadian Chiefs of Staff Committee and U.S. Joint Chiefs of Staff posted minute 
to minute on the situation; NORAD’s Commander-in-Chief, in conduct of the aerospace battle, gives orders and 
instructions which cause.. ® the U.S. Office of Civil and Defense Mobilization (OCDM) to signal the civilian 
populace of impending enemy strike; ™ Canada’s Department of Transport and U. S. Federal Aviation Agency 
(FAA) to ground all civilian and nonessential flying to clear the air for combat; ™ all U.S. Air Force, Army, Navy 
and Royal Canadian Air Force air defense elements — such as jet fighter interceptors with atomic rockets and all 
guided missiles with nuclear warheads — to prepare for battle to protect Canadian-U. S. bases, people, resources, 
seats of government, and our will to resist; im permit SAC (Strategic Air Command) to get its planes aloft, its 
missiles ready for retaliation. 


Eventually, the whole of NORAD's Combat Operations Center, together with ICONORAMA, and all the supporting 
communications and data processing will be placed underground in Cheyenne Mountain in Colorado. This single 
location, where all correlating and evaluation of the enemy threat takes place, will thus be much more safe and 
secure. ICONORAMA, as a part of NORAD, is an important contribution to the deterrent forces which — as long as 
they keep the peace — give North America and the free world a 100% effective defense. Should the deterrent fail, 
NORAD’s forces constitute the main chance for major population and military survival to wage that war to a 
conclusion most favorable to our interests. 


oe LING-TEMCO ELECTRONICS, INC. 


FF&M ELECTRONICS, INC, SUBSIDIARY @ 12820 PANAMA ST., LOS ANGELES 66, CALIFORNIA 


One of a series of advertisements showing the breadth of Douglas experience being devoted to commercial, military and space-exploration projects. 


Douglas A4D-5 Skyhawk — 
America’s smallest nuclear bomber _ 
can carry 18 bombs, 2 missiles! ~ 


Douglas | F4D Shyray 
yn duty with Air Defense 


Douglas “DT” — the first of 
nearly 12,000 Douglas 
_ Planes built for the Navy! 


Douglas refined 40 years of experience 
into versatile Navy Skyhawk 


The new Douglas A4D-5 Skyhawk —a powerful ace-of-all- 
trades for the Navy — is the result of the same imaginative 
engineering that has brought Douglas to the forefront in 
commercial aviation and the push into outer space. 


DOUGLAS 


DOUGLAS AIRCRAFT CO., SANTA MONICA, CALIF. * MAKERS OF MISSILE 
AND SPACE SYSTEMS * MILITARY AIRCRAFT « DC-8 JETLINERS * TRANSPORT 
AIRCRAFT ¢ AIRCOMB® « GROUND SUPPORT EQUIPMENT * ASW. DEVICES 


Freight Traffic on the Ohio River 


by Charles E. Landon 


THE OuI0 RIVER has had a remarkable growth in freight 
traffic during the past quarter of a century (see table), 
and now transports a greater annual tonnage of products 
than any other stream in the United States, if the foreign 
and coastwise tonnages from Baton Rouse southward on 
the Mississippi River are excluded. 

For the 12-year period, 1946-1957, the average an- 
nual internal tonnage on the Mississippi was 49,484,849, 
and on the Ohio, 55,746,089. Since the war, internal 
tonnage on the Mississippi has exceeded tonnage on the 
Ohio in only one year; in 1954 the Mississippi trans- 
ported 55,963,201 tons, the Ohio, 55,076,667 tons. 

Ton-miles are greater on the Mississippi, however, 
indicating a longer average haul than on the Ohio. The 
average annual ton-miles of internal traffic on the Mis- 
sissippi was 18 billion for the 12-year period, 1946-1957, 
compared with 10.4 billion on the Ohio. 

A small number of product groups supplies almost all 
of the traffic on the Ohio. For the five-year period, 
1953-1957, coal contributed approximately 52% of the 
average annual tonnage; products of the petroleum in- 
dustry about 2142 %; and sand, gravel, and stone (in- 
cludes crushed limestone) 14%. Products of the iron 
and steel industry and industrial chemicals comprised 
most of the remaining tonnage. The chemical industry 
has grown rapidly in the Ohio valley since the war. 


Reasons for Growth of Traffic 


The immediate reason for the growth of tonnage 
hauled on the Ohio has been the tremendous expansion 
of manufacturing throughout the Ohio valley. More 
fundamental, and providing the basis for much of the 
industrial growth, are the coal fields of the area and the 
improved river itself. Important, too, is the central 
location of the area, marketwise. 

Another group of factors has made the Ohio more 
available to shippers. This group includes technological 
improvements in river equipment and the provision of 
modernly-equipped terminals, both of which have made 
possible a more effective organization and use of water- 
’ way equipment. These influences have reduced the 
operating costs of water carriers and hence have im- 
proved their competitive position. 

The Ohio valley contains one of the greatest concen- 
trations of manufacturing industries on earth. Expan- 
sion has been especially rapid since the war. Most of 
the new investment has been in four groups of heavy 
industry: iron and steel, thermo-electric generation, 
atomic energy, and industrial chemicals. From the end 


Dr. Charles E. Landon, professor of economics at Duke Uni- 
versity, is author of Industrial Geography and Transportation. 
He holds A.B. and A.M. degrees from the University of Kansas, 
and obtained his Ph.D. degree from the University of IJlinois. 
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of 1950 to March 1958, the steel industry had actual 
and announced expenditures of a little more than $2 
billion in the counties bordering on the Ohio and its 
navigable tributaries. Corresponding figures for thermo- 
electric plants, atomic operations, and chemical plants 
were respectively, $3 billion, $1.8 billion, and $1.2 
billion. 

These industries attract to their locations many 
“satellite developments” such as fabricating plants, roll- 
ing mills for non-ferrous metals, and further steps in 
chemical manufacture, each one feeding upon the out- 
put of a more basic product. There has also been new 
investment in counties not bordering directly on the 
rivers. One estimate places the total investment in new 
manufacturing facilities for the eight years, 1949-1957, 
at $13 billion. 

An excellent example of satellite plants is found in 


Tons and Ton-Miles of Freight Traffic 
on the Ohio River, 1925-1957 


(in thousands) 


Year Tons Ton-miles 
a PAS toe ae ome eae 15,787 825,497 
G2 Gitar 2S > ee 19,755 1,101,629 
PY ge od ee eee 20,129 1,214,491 
TOD Bias Ae res 5 20,938 1,344,087 
1h Ao) = ane oe eer 21,955 1,512,585 
LOS Oieee ce eee ee 22,337 1,473,927 
OG 1 eet rere ea 18,071 1,486,445 
POS 2 ara eee 14,317 1,392,229 
OS 3 ieee eel cee eee 16,751 1,708,422 
NG BANDS Ppa eee. 18,636 1,783,925 
LOS hee eee aS Eo 20,977 2,253,829 
LUCE AGS ug ee Ee 24,3884 2,652,870 
1 Ry) eee oe Dovel 2,671,926 
NOS Singin. es ee Te 20,587 2,578,825 
O39 eee wat ee 25,955 3,360,454 
TOA Quek atom a 29,549 3,852,508 
OA eet owe vate 36,567 5,197,440 
LAD vse eee ek. 38,281 5,299,847 
1043 Sp cee hee 36,610 5,996,347 
OSA eee ieee 37,801 7,004,056 
1945 33,868 6,064,699 
OA GE wererume choses 1 sae 35,851 4,999,560 
OA Weta tee ee 41,397 5,746,076 
DAS see ts Te 42,792 6,585,854 
IS Y-42) pF ash 5 Re 41,300 6,904,147 
oS). Se 48,598 8,800,451 
GICs Ike = Ss cones eee 56,541 9,760,268 
NIP As ste Dee oer 55,957 10,362,201 
1O5 Sees oe Peet 62,034 11,757,310 
ODA wetness ete Ss 55,077 11,556,889 
sed ee ie ae a 71,461 14,901,321 
TOF Omen! ion ok ts 76,377 15,999,405 
1957 81,567 17,209,734 


Source: Annual Reports, Chief of Engineers, 
U. S. Army before 1953: Waterborne Commerce 
of the United States, Part 2, (Annual) Corps of 
Engineers, Dept. of the Army, subsequent to 1952. 
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the chemical industry located at Calvert City, Kentucky 
(this city is on the Tennessee River about 30 miles from 
its junction with the Ohio). First, in 1949, the Penn- 
sylvania Salt Manufacturing Company (now Pennsalt 
Chemicals Corporation) built a plant for making hydro- 
fluoric acid from fluorspar deposits found in the area. 
Soon, after, the Pittsburgh Metallurgical Company 
placed a ferroalloys plant at Calvert City and the Air 
Reduction Company, through a subsidiary, a plant for 
making calcium carbide and acetylene. 


Then, the B. F. Goodrich Rubber Company located 
a plastics factory at Calvert City which utilized chemical 
products of the other three companies. Still later, the 
General Aniline and Film Corporation located at Cal- 
vert City in order to use acetylene from the Air Reduc- 
tion Company and hydrogen from Pennsalt Chemicals 
Corporation for producing drugs and artificial blood 
plasma. Another new company, American Aniline and 
Extract Company, has a polyvinyl plant which utilizes 
chemicals from a new plant of the Air Reduction 
Company. 

By 1956 Calvert City reported an investment of 
almost $90 million by the chemical industry. A similar 
development has taken place in the New Martinsville- 
Natrium-Moundsville district of West Virginia just be- 
low Wheeling. The first plant was built in 1943 and the 
investment now amounts to more than $130 million. 
An important factor in the development of this center 
is a salt deposit 40 feet thick underlying the area. There 
are also other salt deposits containing immense reserves 
in northern West Virginia. 


Aluminum Manufacture 


One of the outstanding developments has been the 
establishment of aluminum manufacture. The Alcoa 
plant at Yankeetown, Indiana, the Kaiser Aluminum 
and Chemical Corporation plant at Ravenswood, West 
Virginia, and the Olin Revere Metals Corporation plant 
at Clarington, Ohio, represent an aggregate investment 
of more than a half billion dollars. When completed 
these three establishments will produce 25% of the 
nation’s supply of aluminum. 


There are several areas of industrial concentration 
along the Ohio. One area is comprised of the cities 
near the junction of the Tennessee and Ohio rivers— 
Calvert City, Paducah, and Joppa. A second area is 
found where the Green River enters the Ohio, and it 
includes Evansville, Yankeetown, Henderson, and 
Owensboro. Next are the older but still growing centers 
at Louisville and Cincinnati. During the period, 1946- 
1956, Cincinnati became the home of 300 new firms 
and 930 of the existing ones completed expansions or 
improvements, involving in total capital expenditures 
of $573 million. Another area contains the cities of 
Portsmouth, Ironton, Ashland, and Huntington, and 
probably Ravenswood. Last, there is the area extend- 
ing from the lower part of the Panhandle of West Vir- 
ginia to Pittsburgh. This is an established manufacturing 
district, but it is also attracting a number of new firms. 
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Coal Attracts Chemicals 


The coal fields at each end of the Ohio valley, par- 
ticularly the one in southern West Virginia and eastern 
Kentucky, supply large quantities of high-quality coking 
and steam coal. The manufacture of coke from a por- 
tion of the coal results in such by-products as gas; tar, 
and light oils, which have attracted the manufacture of 
chemicals. The Ohio valley contains reserves of metal- 
lurgical, steam, and other types of coal which geologists 
have estimated will last 1,000 years at the present rate 
of use. 


Riverborne coal which, in 1957, could be delivered 
at riverbank from West Virginia and Kentucky mines 
at $1.25 to $1.40 a ton less than railborne coal, makes 
it possible for thermo-electric plants in the Ohio valley 
to compete with the hydroelectric energy of TVA. Four 
thermo-electric plants, one by TVA and three by private 
companies, have been built to supply power to three 
installations of the Atomic Energy Commission. These 
atomic plants, with the one at Oak Ridge, Tennessee, 
use about 10% of the total electrical energy consumed 
in the United States. 


Two of the world’s largest thermo-electric plants, 
each built by a combine of private utilities, are at Madi- 
son, Indiana, and Cheshire, Ohio, respectively. They 
were built to supply energy to the gaseous diffusion 
plant of the Atomic Energy Commission at Piketon, 
near Portsmouth, Ohio. The plants have a combined 
capacity of 2,200,000 kilowatts, with an annual coal 
consumption of 8 million tons, all of it transported by 
river. 


The barge companies and coal operators supplying 
these two plants are spending an estimated $44 million 
on transportation to open new, and expand old, coal 
fields. The American Commercial Barge Line Company 
has a 15-year contract beginning in 1956 to deliver four 
million tons of coal annually to the plant at Madison, 
and it is to supply the plant at Piketon under an 
escalator clause relating to freight rates. Late in 1954 
the Ohio River Company began deliveries to the 
Cheshire plant under a 15-year contract calling for 
3,100,000 tons a year. 

A third plant, that of Electric Energy, Inc., at Joffa, 
Illinois, will supply 374% % of the energy requirement 
of the plant of the Atomic Energy Commission at 
Paducah, Kentucky. The Joffa plant and the TVA 
steam plant at Paducah receive coal by both barge and 
rail. The cheapness by barge and the smaller unioading 
space required by barges favor that method. 


Generating Capacity Rises 


In 1941 there were only eight thermo-electric plants 
along the Ohio; in 1955 there were 21 with a total 
capacity of 8.9 million kilowatts. From 1941 to 1956 
the generating capacity of the Ohio valley increased 
450%, compared with 170% for the remainder of the 
nation. Cost of such thermo-electric power is one-third 
less than for the rest of the United States, owing to 
abundant coal, cheap subsidized water transportation, 
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Superhuman refiexes for supersonic 


aircraft... The AiResearch centralized air 
data computing system will enable the pilot of the B-70 
bomber to control the extraordinarily high performance characteristics and == yy 
rapidly changing environmental conditions of this advanced Mach 3 aircraft. The result of 
10 years of research and development, this extremely reliable system simultaneously senses, 
measures and automatically corrects for all flight conditions and supplies information to other 
vital systems including autopilot, fire control, automatic flight control, bombing and navigation. 
AiResearch air data systems are operational on most of the free world’s supersonic aircraft. 


* Outstanding opportunities for qualified engineers 


THE (77.:\;i-ij348 83 CORPORATION 


AiResearch Manufacturing Divisions 


LOS ANGELES 45, CALIFORNIA @ PHOENIX, ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES: AIRSUPPLY-AERO ENGINEERING © AIRESEARCH AVIATION SERVICE @ GARRETT SUPPLY #@ AIR CRUISERS 
AIRESEARCH INDUSTRIAL ¢ GARRETT MANUFACTURING LIMITED ¢ MARWEDEL @ GARRETT INTERNATIONAL S.A. @ GARRETT (JAPAN) LIMITED 


The West rockets ahead with 
more and more energy 


POPULATION 


12.7% 


POPULATION 


UP 28.8% 


POPULATION 


Ten-Year Population Growth Figures from U.S. Census, 1950 and 1960. 


For copies of El Paso’s 1960 Annual Report write to: El Paso Natural Gas Company, El Paso, Texas 
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from natural gas 


Growth and expansion continue to be the two 
big activities in the West—both for the people 
who live and work and play in this booming 
region, and for El Paso Natural Gas Company 
which supplies natural gas to so many of them 
for so many purposes. 

Much of the story in detail is in the Com- 
pany’s Annual Report for 1960, just out. 

The growth part of the story for El Paso, in 
a sentence: 

In 1960, El] Paso furnished customers in 11 
Western states more than 1% trillion cubic feet 
of gas—an all-time record and over four times 
as much as was delivered just a decade ago. 

The growth story in the 11 states is a climb 
in population to a total of 35,718,686 (1960 
census), up 33.9 per cent in the past 10 years 
and still rocketing. 

As for expansion — 

Demand for El] Paso’s services and products 
by long-time customers keeps increasing as 
families and communities and businesses grow. 
Then add the millions of new people, more new 
businesses and all their needs. Add, too, the 
ever-increasing realization by everyone of the 
economy and conveniences of gas as a source 
of dependable energy for a multitude of uses. 

And E] Paso is expanding to meet this need. 
To supply its customers—including such 
growth areas as California—it has developed 
the most diversified gas supply of any company 
in the nation. Today, El] Paso’s pipelines are 
connected with the principal producing areas 
of the West and Southwest, in addition to vast 
reserves in Canada. 

The Company’s Annual Report reviews a 
number of important) projects recently com- 
pleted, and reports progress on others from 
Canada to the Mexican border. 


El Paso Natural Gas Company provides natural gas to industrial customers and distribution companies in Ari- 
zona, California, Colorado, Idaho, Nevada, New Mexico, Oregon, Utah, Washington, West Texas and Wyoming. 


and plentiful condensing water. In 1939 power stations 
on the Ohio produced 6% of the national output of 
electricity, in 1958, 12%. The average cost for Ohio 
River stations in 1958 was two mills per kilowatt-hour, 
compared with an average national cost of three mills 
for steam-generated electricity. 


In 1958, three-tenths of a cent per ton-mile was a 
representative barge rate for coal; for some shipments 
the rate was as high as four-tenths of a cent. The rail 
rate for coal was 1.1 cents per ton-mile. From eastern 
Ohio mines to Cincinnati the rail rate was $3.86 per 
ton, compared with $1.42 by barge. In 1957 the cost 
of coal at generating stations on the Ohio averaged 
$4.63 a ton, compared with a national average of $6.64. 


THE OHIO RIVER 


The Ohio River extends 981 miles from Pittsburgh 
to the Mississippi, and has almost 1,900 miles of navi- 
gable tributaries. The Ohio and the most important 
sections of the tributaries have a minimum nine-foot 
channel. The remaining navigable portions of the tribu- 
taries have depths ranging from 412 to 6 feet. The 
canalization (completed in 1929) of the Ohio has had 
an important place in the growth of traffic because it 
made possible year-round operations in both directions 
and the use of larger and more efficient equipment. 
Before the nine-foot channel was provided only down- 
stream traffic was important and that only at times when 
the water was high. 

In 1955 a billion dollar improvement program, to be 
completed by 1980, was begun on the Ohio. This pro- 
gram calls for 21 new dams of the high-lift, fixed type 
in place of the 46 existing wicket-type dams, only four 
of which are fixed. Work is progressing on three of the 
new dams and on modernizing the lock at Louisville. 
The locks at all the new dams will be 1,200 feet in 
length, compared with 600 feet for the existing locks. 
The smaller number of dams and longer locks will re- 
duce lockage time. Owing to the fact that many tows 
range from 800 to 1,200 feet in length, commerce is 
impeded by the 600-foot locks. To navigate the locks 
such tows must be broken into two or sometimes three 
sections, with much time being lost, compared with a 
single lockage for a tow. The proposed improvements, 
it has been estimated, will quadruple the traffic capacity 
of the Ohio and will reduce transportation costs as much 
. as 50%. 


Advantages of River Transportation 


In spite of any shortcomings it may have, the canal- 
ized Ohio has attracted firms interested in reducing 
their transportation expenses in ever-increasing num- 
bers. Some firms use only water transportation but the 
central market location of the Ohio enables many pro- 
ducers to combine water and overland transportation 
economically. The central market position minimizes 
overland distances, and, hence, overland freight charges. 
The Dow Chemical Company, for example, hauls chem- 
icals in bulk from Texas to Cincinnati where the cargoes 
are broken up and shipped by rail in tank cars over a 
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sales territory covering the northeast quarter of the 
nation. 

The Kaiser firm, in selecting Ravenswood as the site 
for an aluminum plant, emphasized the advantages of 
water transportation. This plant concentrates bauxite, 
obtained from Jamaica, at a waterside plant in Louisiana 
and then ships the concentrate to Ravenswood for re- 
fining in which process enough power is purchased from 
the Ohio Power Company to supply all the needs of 
Chicago for power. Power costs are higher here than at 
Kaiser’s Pacific coast plant (in 1957 they were twice 
those generated by hydro-electric power costs on the 
west coast), but the more central location, with respect 
to markets and the savings by using water transporta- 
tion, will more than offset the higher power costs. 
Manufacture on the west coast requires that the raw 
material be shipped there overland and the most of the 
finished aluminum be returned to the market in the east. 


Like Kaiser, the Olin Revere Metals Corporation 
plans to use river transportation for the major share of 
its bauxite, although the Pennsylvania Railroad has 
built a $4 million extension to this plant over which 
bauxite will be brought from Baltimore at competitive 
rates. Power for this company is to be supplied by a 
coal carbonization plant located across the river at 
Cresap Bottom, West Virginia, upstream a few miles 
from Clarington, Ohio. . 

When the modernization of the Kanawha River was 
completed in 1938 the Allied Chemical and Dye Cor- 
poration, a producer of coke, coal tar, ammonia, and 
several other by-products, in factories at Ashland, Ken- 
tucky, and Ironton, Ohio, altered its operations so as 
to use barge transportation. The Ashland plant uses 
large quantities of coal which was obtained formerly by 
rail from the interior of Kentucky. Now coal is brought 
by barge from Harewood, West Virginia. The coal is 
loaded directly into barges of the company’s own river 
fleet at the mine. In 1959 this company had 45 plants 
located on waterways and was constructing two more. 
The firm’s controller stated that in the manufacture of 
heavy chemicals the primary advantage of a waterside 
location was the low transportation cost resulting from 
moving both incoming raw materials and outgoing fin- 
ished products in large bulk shipments by barge. 


Steel Travels by Water 


The Jones and Laughlin Steel Corporation pioneered 
in shipping steel to southern ports by water, in order to 
cut freight expenses. The development and expansion 
of this firm have been based largely on the use of water- 
ways for marketing its products. It also obtains coal by 
river. The tonnage at the port of Aliquippa-Rochester 
is largely due to the operations of this company. 

A former traffic manager for the General Electric 
Company stated that his company selected Louisville 
as the location for a large appliance factory because of 
the availability of water transportation for the large 
amounts of steel it would need. The difference between 
the water rate and the rail rate on steel was so great 
that there was no alternative but to select a river point. 
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Other steel firms recently making extensive invest- 
ments in modernizing and expanding Ohio River plants 
are the Detroit Steel Corporation at Portsmouth, the 
Wheeling Steel Corporation at several points in Ohio 
across the river from Wheeling, the Weirton Steel Cor- 
poration at Weirton, Armco at Ashland, and numerous 
smaller producers of specialized steel products. There 
is a concentration in the Portsmouth-Ashland area 
where West Virginia coal meets iron ore brought in by 
rail cars returning from taking ex-river coal to lake 
ports. 

In 1957 minimum rates per ton of steel from Pitts- 
burgh to St. Louis were: waterway, $4.96; railway, 
$16.00; highway, $16.00, for a minimum of one million 
pounds by water, 40,000 pounds by rail, and 32,000 
pounds by truck. These rates did not include the federal 
transportation tax nor transferral or unloading charges. 
At the same time the charges from Pittsburgh to Hous- 
ton, Texas, were $9.10 (10¢ handling charge) a ton by 
barge and the lowest rail rate was $22.00 a ton. The 
barge trip to Houston required from 24 to 3 weeks, 
however, and the rail trip only a week. In 1955 finished 
steel moved by water from Pittsburgh to Cincinnati at 
$1.70 a ton, compared with a rail rate of $7.00 a ton. 


A growing practice in the steel industry is delivery by 
rail or truck from centrally-located mill warehouses at 
such water sites as Memphis, New Orleans, and Hous- 
ton. In this way delivery can be made in smaller lots 
to buyers who cannot take delivery in barge-load 
quantities. 


‘Poor Man’s Pipeline’ 


For transporting the products of the petroleum in- 
dustry, the inland waterway has been called the poor 
man’s pipeline. The investment for a given amount of 
work is less than in a pipeline and a further advantage 
is the flexibility in operations because the barge is not 
confined to any particular route or terminal. Capital 
costs are high for all pipelines, and represent a fixed, 
non-mobile investment. Yet, where volume is great 
enough to support a pipeline of large diameter, the rate 
by pipeline is lower than by barge. Even the pipeline 
of usual diameter offers keen competition to the barge. 
The flexibility in barge operations, however, sometimes 
offsets the cost disadvantage because it permits the 
shipper to take advantage of unusual supply or demand 
conditions or to adjust operations better to supply and 
demand conditions. This is especially true where vol- 
umes for shipment are too low to warrant investment 
in a pipeline. Because of these influences, pipelines 
hardly ever parallel a waterway. 

The Ashland Oil and Refining Company pioneered 
in the use of rivers for transporting petroleum. The 
increase in the size of refining operations required a 
larger market area and an increasingly more distant 
search for supplies of crude oil, both of which caused 
the increased use of barge transportation. The firm 
hauls crude oil from the Gulf area at a cost of one cent 
a gallon, which is less than the cost of moving gasoline 
10 miles from the refinery at Catlettsburg, Kentucky, to 
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Ashland on the Ohio River. The company owns a 
river fleet and also contracts with other barge lines to 
haul a portion of its products. 


Many chemicals now move by barge, and special 
types of barges have been designed for particular prod- 
ucts. An example of experimentation is provided by 
the Southern Alkali Corporation (subsidiary of Pitts- 
burgh Plate Glass Corporation) which in the late 1940s 
installed steel tanks in a coal hopper for transporting 
chlorine. Over the ensuing three years the savings were 
so much on large shipments that the company had eight 
new barges designed especially for chlorine. 

Now there are barges which carry chlorine and 
anhydrous ammonia under pressure of 250 pounds per 
square inch, and refrigerated barges which haul liquefied 
methane under temperatures as low as 258 degrees F. 
below zero degrees. Another special type carries molten 
sulfur at a temperature of 350 degrees F. 


Barges as Time-Savers 


Advantages of barge transportation for chemicals are 
savings in loading time, labor, wear and tear on equip- 
ment, and the amount of spoilage or waste and in- 
creased safety. A barge can be loaded with acid by a 
two-man crew in eight hours, whereas 22 hours are 
required to load the same quantity into railway tank 
cars. Increased safety results because the barges operate 
on a river at some distance from populated centers, ex- 
cept at terminals. 

Barge transportation, because of the size of the oper- 
ation, makes possible the economical long-distance 
movement of chemicals between plants when more than 
a single step is necessary for their manufacture. For 
example, the Union Carbide Chemicals Company, with 
two large plants on the Kanawha River, has a constant 
movement of intermediates between them and between 
the two on the one hand and plants at Whiting, Indiana, 
and on the Texas coast, on the other. Barge loads of 
chemicals are shipped to Texas City from either 
Charleston or Institute, West Virginia, and there are 
transferred to ocean tankers for delivery to a tank farm 
at Cartaret, New Jersey. To ship one of the company’s 
products from Texas City to Institute cost (in 1958) 
4% times as much by rail as by barge, and on ship- 
ments in the opposite direction, owing to the reduced 
barge rates applying, cost by rail was ten times as much. 

Minimum barge loads of 500 tons and river fleets 
capable of hauling 20,000 tons or more offer shippers 
flexibility and low freight rates for the longer hauls. A 
given plant thus can supply a larger market area, which 
encourages the growth of larger plants with whatever 
economies they may offer. 

According to one authority, general barge rates have 
increased only half as much as rail rates since 1945. 
The modern barge operator quotes rates averaging 
about four-tenths of a cent per ton-mile, compared with 
an average rail rate of 1.4 cents per ton-mile. On the 
Ohio rates are from 40 to 50 per cent below the corre- 
sponding rail rates. 

Another student of waterway transportation stated, 
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in 1956, that costs on the Ohio ranged from three- 
tenths of a cent to nine-tenths of a cent per ton mile, 
with five-tenths of a cent being about average for all 
freight operations. The specific costs depend on (1) 
the products hauled, (2) the length of haul, and (3) 
the direction of movement, whether up- or down-stream. 
Evidently, this observer was referring to the cost to the 
carrier for supplying the service, and not to the rate 
paid by the shipper. 

Owing to terminal and switching charges, the econ- 
omy of the barge gradually disappears when the high- 
way or the railroad must be used to complete a haul. 
The economic limit for many commodities moving 
barge-truck or barge-rail is about 100 miles from the 
river port, and this limit is based on a minimum water 
haul of 600 miles. When competing carriers adjust 
their rates to barge competition, then the overall rate 
may result in the combined haul being uneconomical; 
i.e., there may be a disadvantage ratewise in the haul 
by water. In such cases there is also the time in transit 
to consider. 


The abundant water supply of the Ohio results pri- 
marily from two factors: (1) the control of river flow 
by means of dams on the Ohio and reservoirs on its 
tributaries; and (2) the control of water pollution. The 
latter factor does not affect the amount of water but 
does affect its availability for use. An additional supply 
of water is contained in buried glacial deposits which 
range from 60 to 100 feet in thickness. This source is 
particularly important in the Ohio and Scioto river val- 
leys in the Portsmouth area. Some factories take water 
from the Ohio, others from wells drilled into the glacial 
materials. Water from the Ohio must be treated before 
it can be used; the glacial materials serve as a natural 
filter. 


TECHNOLOGICAL DEVELOPMENTS 


Technological developments have been an important 
factor in the progress of river navigation for the past 
two decades. These developments or improvements fall 
into three classes: (1) more powerful diesel-powered 
towboats and larger barges and improved design in both 
towboat and barge; (2) improved harbor and terminal 
facilities; and (3) navigation devices or aids such as 
radar, electronic depth finders, ship to ship and ship 
to shore radiophone, modern communications systems 
- on tows, and others. 


Improvements in the river channel and in the locks 
and dams are also of a technological nature. Such im- 
provements are fundamental because the transportation 
equipment must be adjusted to the way or route. As 
the way improves, more efficient types of equipment can 
be operated economically. 

Further discussion of these matters is beyond the 
scope of this study. 


CONCLUSIONS 


Our inland waterways apparently have found their 
niche in the nation’s transportation scheme by special- 
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izing on transporting cheap bulk products on a mass 
scale. Under such conditions the waterway seems to 
be the more economical and fit agency. In view of the 
(1) tendency for rail rates to increase with growing 
industrialization; (2) billion dollar improvement pro- 
gram just starting on the Ohio; (3) current and pros- 
pective technological improvements in river and terminal 
equipment; (4) keen competition among business men 
for markets; and (5) other advantages than cheap trans- 
portation, which the Ohio valley can offer as an attrac- 
tion for manufacturing industries, the Ohio valley can 
be expected to continue expanding its manufacturing 
output, and the Ohio River, as a result, to have a grow- 
ing volume of freight traffic. 

Subsidized water transportation is an important eco- 
nomic problem that is receiving increasing public at- 
tention. There seems to be a growing movement in 
favor of assessing tolls on inland waterway traffic. On 
the other hand, such a policy is not in accordance with 
our laws and traditions concerning the use of water- 
ways. Furthermore, both private industry and the fed- 
eral government have invested enormous sums in new 
manufacturing facilities in the Ohio valley, and the 
water carriers have increased their investments in order 
to meet the demands made for transportation by the 
manufacturing industries. Important vested interests 
have therefore been created. In view of the enormous 
concentration of industry along a toll-free waterway, 
there might be undesirable effects if a toll were intro- 
duced. It is to be assumed also that the government 
wishes its activities in the area to be conducted at as 
low a cost as is possible. These influences may make 
the establishing of tolls difficult. 

(Editor’s note: Professor Landon, in his most interesting 
article, does not include the important consideration that 
all capital and maintenance costs of inland waterway im- 
provements are absorbed by the taxpayer, and that all 
users of barge transportation which, in the main include 
the most prosperous segment of our national economy, fail 
to pay any user costs whatever to absorb such capital and 
maintenance costs. Nor does Professor Landon emphasize 
(1) that power costs also are partially absorbed by the 
taxpayer, and (2) that conversely, to their credit, pipelines 
operate at a profit, pay all capital and maintenance costs 
and contribute, as should other transportation media, sub- 
stantial tax payment wherewith to pay their pro rata 
share of the cost of Federal, State and Municipal costs. 

There is grave question whether such national policy— 
i.e. of subsidizing waterways and electric power genera- 
tion—is sound. Not only are other major industries ad- 
versely affected (the wholesale shifts of industry to areas 
so subsidized result in social costs, in the areas abandoned, 
far greater than those obtained by a limited few from the 
subsidization itself) but through such unsound policies the 
country runs the risk of accelerating the trend towards 
further socialization and its attendant lower standard of 
living for all citizens. 

Additionally, should our shortsighted transportation 
policies —the result of which are so ably presented by 
Professor Landon—force the railroads into nationalization, 
the net cost to society would far outweigh the benefits 
obtained by these selected few industrial giants, which as 
previously indicated, are well able to pay the true cost of 
water transportation which may well be twice that pres- 
ently being charged.) 
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NATIONAL STEEL REPORTS on 1960 and the Future 


In 1960, National Steel’s operating and financial results 
ranked among the best in the industry. This was due partly 
to a stronger demand for the products in which we special- 
ize than for most other steel products. But this record also 
reflects the improved efficiency in organization, operations 
and continuous modernization of plants and facilities. 


We produced 5,751,000 ingot tons and shipped 4,342,000 
tons of finished steel with sales amounting to $697,063,036. 
Although there were two advances in employment costs, 
there were no increases in prices of National Steel products. 


Excellent progress was made on our major construction pro- 
gram launched in 1959, and all plants and facilities will be 
completed this year. An important addition was made to the 
program in 1960—a two-furnace basic oxygen furnace shop 
at Great Lakes Steel Corporation. 


At our new Midwest Steel plant in the Chicago area, the first 
major facility, the continuous galvanizing line, has been 
placed in operation. Facilities for the production of tin plate 
and hot and cold rolled sheets will be placed in operation 
in the near future. 


At Great Lakes Steel Corporation in Detroit, work on the 
computer-controlled 80-inch Mill of the Future is well ad- 
vanced and trial operations are scheduled for next August. 


At Weirton Steel Company in Weirton, West Virginia, a 
second continuous annealing line was installed, oxygen pro- 
ducing capacity doubled, and other improvements in facili- 
ties were made. 


At Stran-Steel Corporation's plant in Terre Haute, Indiana, 
a 600-foot color coating and finishing line for steel building 
panels was among the new facilities installed. 


FINANCIAL. Since the start of the construction program in 
1959, construction costs amounted to $193,000,000 up to 
the close of 1960. The balance of the program, amounting to 
$152,000,000, will be completed in 1961 and 1962. Financ- 
ing in the amount of $160,000,000 in bonds and term bank 
loans was arranged at the outset of the program and this 
amount, plus funds which have been and will be generated 
within the business this year and next, appears adequate 
to complete the program. 


NATIONAL STEEL 


NEW PRODUCTS developed during the year included 
Weirlite®—our new lightweight tin plate which affords new 
production economies and is meeting with enthusiastic ac- 
ceptance by customers. 


RESEARCH scored important new advances particularly in 
the improvement of efficiency in blast furnace production. 


1960 — AND THE FUTURE. In reviewing 1960, National 
Steel’s top management team says: “Our relatively good 
showing during the year just past and the excellent progress 
of our construction program are eloquent evidence of the 
effective high skills and capabilities of our entire organiza- 
tion . . . and justify our assurance of their continued ac- 
complishments in the future.” 


Major executive changes. Although these were made subse- 
quent to the close of 1960, they are cited here because of 
their great importance to the future of National Steel Corpo- 
ration. Thomas E. Millsop has moved to Chairman of the 
Board of Directors and Chief Executive Officer of the Corpo- 
ration. George M. Humphrey resigned as Chairman of the 
Board of Directors but continues-as amember and Chairman of 
the Executive Committee. Paul H. Carnahan, who was Chair- 
man of the Board of Directors of Great Lakes Steel Corpora- 
tion, was elected President of National Steel Corporation. 


1960: A SUMMARY 


1960 1959 
Net sales $697,063,036 $736,978,650 
Net earnings $ 41,937,235 $ 54,897,360 
Net earnings per share $5.53 $7.28 
Depreciation, depletion | 
and amortization $ 41,149,055 $ 36,487,856 
Total dividends paid $ 22,680,299 $ 22.522.643 


We will be glad to send you a copy of our 1960 Annual 
Report on request, 


CORPORATION, epurssuren. pa. 


SUBSIDIARIES AND DIVISIONS: 
GREAT LAKES STEEL ¢ WEIRTON STEEL © MIDWEST STEEL @ STRAN-STEEL ¢ ENAMELSTRIP ® HANNA FURNACE @ NATIONAL STEEL PRODUCTS 


BULL MARKET... 1957-196? 
(Continued from page 3) 
course. However, proper classification, integrated with 
analysis of leading business indicators and a realistic 
concept of “normal value,” may provide a basis for 
sound long-range investment planning. 
In the Table, all bull markets since 1893-have been 


tors not known now but there is convincing evidence 
that we are witnessing a typical second-stage bull market 
trend. 

Those who need more statistical support for the 
proposition that the Dow-Jones Industrials could reach 


DOW-JONES INDUSTRIALS — BULL MARKET STRUCTURE 


Bear Market Low First Peak 
Date Price Date Price 
July 793 43 Sept. 795 64 
Nov. ’03 42 Jan. ’06 103 
Dec. 714 53 Noy. 716 110 
Oct-23 86 Feb. ’26 162 
June ’32 43 Feb. 734 111 
Apr. °42 93 July 743 146 
June 749 162 dewey, 453} 294 
Oct: 757 420 Jan. ’60 685 


Interim Decline Second Peak 


Date Price Date Price(a) 
Aug. ’96 42 Sept. 799 78 
Nov. ’07 53 Nov. ’09 101 
Déex 7% 66 Nov. 719 120 
Apr. 726 136 Sept. ’29 381 
Sept. ’34 87 Mar. 737 194 
Nov. 743 130 May ’46 213 
Sept. 753 255 Apr. 756 521 
Oct. ’60 566 x 764(?) 1,000(?) 


(a) Present Dow-Jones Industrial average dates from Jan. 2, 1897, thus earlier price levels 
are not comparable but this would not significantly affect dating of major turning points. 


classified by stages. Each bull market had two peaks 
separated by an interim decline. The second peaks were 
the terminal points of bull markets and, on average, 
were nine years apart. The second stage usually ran 
close to three years and typically doubled in price from 
the interim low point to the second peak. The present 
market fits into this historical market jig-saw puzzle if 
we date the bull market from October, 1957. The first 
peak was attained in Jan. 1960 at 685, followed by an 
interim decline to 566. In this light, the 1960 decline 
cannot be considered a separate bear market. 
Subsequent market performance bears out this con- 
clusion. We began the second stage in October, 1960 
and should have two-three years of rising market prices 
if the past is a good guide to future patterns. The exact 
shape of the current second-stage advance will depend 
on numerous economic, political and international fac- 


1,000 by 1964 may be interested in a new concept of 
“normal value” for stock prices. The writer’s method 
assumes that prices are determined by a combination of 
residual (i.e. fixed) value and some multiple of earnings 
rather than by earnings alone. 

Normal Value = Residual Value + (Multiple of 
Earnings) x Earnings 

For the Dow-Jones Industrial average during 1926- 
1939, the multiple of earnings in the above equation 
was statistically determined as 9 and the residual value 
at, ©5,.01: 

DJI Normal Value = 65 + 9 xX Earnings 

Logic suggests that residual values should increase 
over the long run in a growing economy. We estimated 
residual values for later periods by noting that 65 repre- 
sented the low point of the preceding bear market 

(Continued on next page) 


REGULAR 
QUARTERLY 
DIVIDEND 


The Board of Directors has 
declared this day 
COMMON STOCK DIVIDEND NO. 107 


38th Annual 


Notice to Security Holders of 
THE Dayton PowER AND 
Licgot CompaANy 


This is a regular quarterly 
dividend of 


27% 


PER SHARE 

Payable on May 15, 1961 
to holders of record at close 
of business, Apr. 20, 1961 
KARL SHAVER 

SECRETARY 

Apr. 6, 1961 


THE COLUMBIA 
GAS SYSTEM, INC. 


May-JUNE 1961 


Report 


Our Annual Report for 1960 was 
mailed March 15, 1961 to shareholders 
of record at the close of business 
March 1, 1961. Copies are available to 
others on written request, 

Address: 


R. A. Yoper, Vice President-Finance 


DETROIT STEEL 
CORPORATION 


Box 7508 M, Detroit 9, Michigan 


Earning Statement_for Twelye Months 
Period Ended February 28, 1961 
The Dayton Power and Light Company 
has made generally available to its security 
holders, in accordance with the provisions 
of Section 11 (a) of the Securities Act of 
1933, as amended, an earning statement 
for the 12 months period ended February 
28, 1961, which began after the effective 
date of the Company’s Registration State- 
ment, SEC File No. 2-16050, (effective 
February 15, 1960), relating to the $25,- 
000,000 514% Series Bonds Due 1990 of 
the Company. On request, the Secretary of 


the Company will mail copies of such 
earning statement to security holders of 
the Company and other interested parties. 
The Dayton Power and Light Company 
25 North Main Street 
Dayton 1, Ohio 
March 27, 1961 


Dow-Jones Industrial Index 
Yearly Price Range vs. ''Normal Value" 
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period, namely August, 1921. This suggests that in- 
vestors may measure maximum downside market risk 
in a given period by noting the absolute low point 
reached during the last bear market. Accordingly, re- 
sidual values at bull market peaks were derived from 
preceding bear market lows. For example, the 1937 
residual value for the Dow-Jones Industrials was repre- 
sented by the 1932 low of 42.84. Similarly, the 1946 
residual value was 92.92, low point of the preceding 
bear market in April, 1942. We estimated residual 
values for interim years by interpolation. This approach 
provides indications of both long-term trend and in- 
vestor psychology in one figure, namely residual value. 

As seen in the chart, actual prices fluctuate around 
“normal value.” Note the great undervaluation gap be- 
tween 1947-1953! Some observers believe stock prices 
are too high because they have advanced over 300% 
since 1949 while earnings have increased by only 35%, 
but this reasoning is not valid without allowing for the 
undervaluation at that time. This gap was closed late 
in 1954 and since then prices have fluctuated around 
normal value. Interestingly, normal value for 1962 is 
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calculated at 715, a level which the market should dis- 
count some time in 1961. By 1964, normal value is 
calculated at 850, assuming earnings of $48 a share in 
that year. Typically, the market overruns normal value 
by at least 20% at bull market peaks. Therefore, one 
should not be surprised if the Dow-Jones Industrial 
Average exceeds 1,000 by 1964. Referring again to the 
table of bull market structures, we can see how often 
the second stage has resulted in a doubling in price. In 
the current second stage, a doubling of the October, 
1960 low of 566 would result in a level exceeding 1,100 
DJI at the next peak. 

From both statistical and historical points of view, 
the current market appears headed for substantially 
higher levels over the next three years. It is this con- 
viction among sophisticated investors that has generated 
a strong market trend since October, 1960 and, in turn, 
has attracted wide public participation. If five-million 
share days are common in the early part of the second 
stage of this bull market, one need not have great 
imagination to visualize ten-million share daily trading 
activity two or three years hence. 
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a0 years of 
news with 
American Viscose 
Corporation 


AVISTRAP® Cord Strapping* makes good. 
During 1960, American Viscose threw its 
weight behind AVISTRAP, a cord strapping 
of high tenacity Avisco rayon. Avistrap 
has no sharp edges, its light weight saves 
handling and shipping costs, and it gives 
the manufacturer many dollar savings. 
Sales of Avistrap have moved ahead sig- 
nificantly as an enthusiastic group of dis- 
tributors has started selling the product. 
*Patents pending. 


AVICEL+* Microcrystalline Cellulose, a 
long-time development of our laboratories, 
became commercially available in 1960. 
Avicel is a form of cellulose that can be 
used in foods—contributing stability, body, 
bulk, texture and palatability. Various forms 
of it can be added to foods such as cheese, 
peanut butter, honey, dry mixes and con- 
venience foods, puddings, custards, spreads, 
toppings. Avicel also shows great promise 
in pharmaceuticals and cosmetics. 


+ Trademark of American Viscose Corporation. 
*Patent No. 2,978,446. 


AVISCO ‘‘T’” FILMS—There were two new- 
comers to the Avisco family of packaging 
films last year—called ‘‘T’’ films. These are 
a special combination of Avisco cellophane 
ot polymers and have attracted wide at- 
tention because they virtually eliminate 
broken packages. The REO film for red 
meats, and the use of cellophane as an 
overwrap for egg freshness continue to 
make progress. 


DIVERSIFICATION TAKES A NEW TURN 
Toward the end of 1960, American Viscose 
Corporation entered into an agreement with 
Monsanto Chemical Company by terms of 
which American Viscose acquires a sub- 
stantial interest in Monsanto in exchange 
for its Chemstrand holdings. Thus, Ameri- 
can Viscose becomes widely diversified into 
the chemical field. AviSun Corporation, 
formed jointly with Sun Oil Company the 
previous year, began commercial produc- 
tion of Olefane* polypropylene film, de- 
veloped new uses for its molding and ex- 
truding polymers. 

*Trademark of AviSun Corporation. 


NEWS IN FIBERS—1960 was a big year 
for Avisco fibers. Two new modified rayon 
fibers were introduced. Most significant was 
AVRIL®, a very strong and stable fiber 
which can be mercerized or preshrunk. 
Avril was welcomed for light weight fabrics 
in blouses, dresses, men’s shirts, as well as 
for towels, draperies and other home 
furnishings. 


American Viscose Corporation is celebrating 
its 0th anniversary. And this is a year when 
news and “what’s new” are very much in evi- 
dence in the American Viscose Corporation. 
For example, new packaging films—‘‘T”’ films, 
new fibers—Avril and Avlin, and completely 
new interests flowed from research to sales. 
Sales of Avisco cellophane exceeded those of 
record-setting 1959 in spite of stiff competition. 
Avisco rayon fibers made significant gains in 
industrial applications. New products of cellu- 
losic chemistry, of which Avicel (described 
below) is one, are expected to open up new 
opportunities for American Viscose beyond the 
markets for fabrics and fibers. 


AVLIN® rayon has the singular ability to 
cling to itself and other fibers, imparts a ¢ 
crisp dry hand to fabrics and greater firm- 
ness and bulk than conventional rayons. 


AVRON®, another modified Avisco rayon, 
appreciated for the high strength it con- 
tributes to fabrics when used alone or in 
blends, enjoyed increasing success in the 
women’s wear and home furnishings fields. 
COTRON® fabrics, a blend of cotton and 
Avisco rayon, also progressed in_ blouses, 
dress fabrics, and men’s wear applications. 


PLANT IMPROVEMENTS—$5.3 million 
was expended in 1960 to keep manufac- 
turing facilities up to date, to improve 
process equipment and to reduce costs. 

epreciation totaled $15.5 million—about 
$10 million more than was spent for plant 
and equipment. Expenditures for plant and 
equipment for 1961 are not expected to 
exceed $5 million. 


HIGHLIGHTS OF THE YEAR 


1960 1959 
Sales and other 
income $206,700,000(a) $239,800,000(a) 
Net Earnings 6,800,000 (a) 15,200,000 (a) 
Per Share Common Stock 
Net Earnings 1.45 (a) 2.98 (a) 
Dividends Paid ~ 2.00 1.50 


(a) Includes Chemstrand dividend amounting to 
$2,500,000 


AMERICAN VISCOSE CORPORATION 


1617 Pennsylvania Boulevard, 
Philadelphia, Pa. 


Associated Companies (60% owned): 
AviSun Corp.—Ketchikan Pulp Co. 


LOOK TO AVISCO* FOR 


FIBERS AND PACKAGING FILMS 


NEW IDEAS 


To handle vital information processing... 


NASA chooses Western Union- 
engineered system for 
world-wide satellite tracking 
stations and computer center 


Flexible network now speeds 
launching and tracking data, 
administrative messages and 
computations in seconds (and 
in writing) to NASA brain- 
center in U.S.A. 


The world over, National Aero- 
nautics and Space Administration 
Minitrack Stations remain opera- 
tional around the clock. Their mis- 
sion: to pick up satellite tracking 
intelligence and transmit it instan- 
taneously to NASA’s Goddard 
Space Flight Center in Maryland. 


Now, every NASA Minitrack Sta- 
tion can transmit direct to the 
Maryland Center—or use this point 
as a relay for messages between 
individual stations. Equally impor- 
tant: Maryland can send launching 
and tracking intelligence simulta- 
neously to NASA installations 
around the globe. 


“Conference Circuits” are another 
unique feature of this system. With 
push-button ease and speed, Mini- 
track Stations on opposite sides of 
the world can now “‘talk’”’ to each 
other in writing. 


Every NASA message is automat- 
ically numbered before transmis- 
sion. No chance of loss or error. And 
monitoring equipment assures con- 
tinuous maintenance of all circuits. 


Where fast, modern communica- 
tions are needed to speed informa- 
tion without delay, without error, 
without fail... new Western Union 
systems are meeting the challenge. 


More ways Western Union- 
engineered systems are 
bolstering National Defense 


Comlognet (Combat Logistics Net- 
work). To be used to control the 
flow of men and materials between 
more than 240 Air Force installa- 


tions. National operation of the 
world’s most advanced data com- 
munications system scheduled 
during 1962. 


Air Force Automatic Teleprinter 
System. New Western Union 
switching centers and terminal 
equipment are part of the 5% 
million-mile network, linking over 
350 Air Force installations around 
the world. Minimum daily capac- 
ity: 180 million words. 


National Weather Facsimile Net- 
work. Now providing data to 600 
stations in 380 cities, serving: U.S. 
Weather Bureau, Air Force, Army, 
Navy, Coast Guard, commercial 
airlines, other nonmilitary sub- 
scribers. 


Coast-to-Coast Microwave Net- 
work. Designed for both military 


and civilian use. Will handle every 
known form of electronic commu- 
nication. Now under construction. 


Western Union... finds better ways to speed it electronically 


LUNCHING IN THE HOUSE OF COMMONS. This photo is particularly sig- 
nificant in that it indicates how European Governments, as well as industrial 
firms, stock market exchanges, and other European institutions, graciously 
acknowledged our presence. Parliament was not in session; so obviously con- 


siderable time and effort were expended to make us welcome guests. Mr. 
Robert Allan, Conservative M.P. from Paddington South, and a director of 
The Financial Times, was host. The luncheon was given by Chairman Lord 
Robbins and directors of The Financial Times and The Investors Chronicle. * 


Financial Analysts’ Second European Field Trip 


by Edward S. Wilson * 
President, The New York Society of Security Analysts 


THOSE OF US who were fortunate enough to attend the 
Second European Business Conference Trip, sponsored 
by The New York Society of Security Analysts and 
The National Federation of Financial Analysts Societies 
were impressed primarily by four factors during our 
travels. 

First and foremost was the uniform courtesy, consid- 
-eration and warm hospitality of our hosts—the leading 
bankers and industrialists of Western Europe. Second, 
was the remarkable vitality and recuperative powers 
shown by these countries, which was particularly 
striking to one who, like the writer, remembers well 
the ravages of the last war. Third, we could not help 
but be impressed by the high degree of automation and 
efficiency of the variety of industrial plants seen on our 
trip and the general progressiveness in keeping abreast 
of new processes and techniques. Finally, we were 
pleased to note the frequently expressed gratitude of 
our hosts for the aid of the Marshall Plan in the re- 


* Manager, Research Department, W. E. Burnet & Co. 
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habilitation of their economies in the post-war period. 

In a little over three weeks, 85 Analysts and 45 wives 
all visited the United Kingdom and France with one 
group also journeying to Denmark, Norway, West Ger- 
many and Belgium, and the other to Holland, West 
Germany, Austria, and Switzerland. Looking back on 
this trip soon after its conclusion, one is left with many 
kaleidoscopic impressions. Among these were: a fas- 
cinating journey through the courtly halls of Britain’s 
Hampton Court on a rainy Easter Monday; the friend- 
liness of the Amsterdam Analysts at a delightful cock- 


*Other United Kingdom men who attended the luncheon were: Mr. Selwyn Lloyd, 
Chancellor of the Exchequer; Mr. F. R. Althaus, a deputy chairman of the Stock 
Exchange Council; Mr. Leon Bagrit (deputy chairman, Elliott Automation); Mr. 
M. R. Bridgeman (chairman, British Petroleum); Mr. T. G. Bradley (a director of 
Austin Motors); Mr. Edward du Cann, Conservative M.P. for Taunton (managing 
director of the Falcon Trust); Viscount Chandos (chairman, Associated Electrical 
Industries); Mr. M. Clark (a director of Plessey); Mr. Jack Cotton (chairman, City 
Centre Properties); Mr. F. D. Edwards (managing director, Edwards High Vacuum) ; 
Sir Nutcombe Hume (chairman, Charterhouse Investment Trust); Mr. R. J. Kirton 
(a director and general manager of Equity and Law Life Assurance Society); Mr. 
J. F. Knight (a director of Unilever); Viscount Knollys (chairman, Vickers); Mr. 
H. M. 0. Knox (a deputy chairman of the Stock Exchange Council); Sir Joseph 
Lockwood (chairman, Electric and Musical Industries); Sir Halford Reddish (chair- 
man, Rugby Portland Cement); Mr. J. A. E. Reiss (chairman, Associated Portland 
Cement Manufacturers); Sir Henry Warner (Society of Investment Analysts); and 
Mr. G. Whitman (a director of S. G. Warburg). 
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tail party in a hotel room overlooking the Amstel River; 
passing through the medieval town of Augsburg on our 
way to an interesting day with the managements of 
M. A. N. and Messerschmidt; the red carpet treatment 
given us by the Austrian Government in Vienna, still 
the glamorous city on the Danube celebrated by the 
Strausses and Franz Lehar; the beautiful natural pano- 
rama of mountains and lakes on the bus trip from Zurich 
to Lucerne for a luncheon with the three leading Swiss 
banks; and the grand finale of a reception in the Eiffel 
Tower overlooking the “city of light.” 

In between were both formal and informal talks at 
company meetings and plant trips, luncheons, dinners 
and more meetings with prominent industrialists, bank- 
ers and economists of nine countries. The subjects dis- 
cussed included the Common Market, the Outer Seven, 
West Germany under Adenauer and France under 
de Gaulle, the labor shortages in Holland, West Ger- 
many and France, the resurgence of the German aircraft 
industry, nationalization of industry in Austria and the 
possibility of revaluation of the Swiss franc. Among our 
hosts we found intense interest in American policies and 
economics, and especially in our foreign policy. 

The Financial Analysts in London, Amsterdam and 
Paris showed an enthusiasm and a pride of craftsman- 
ship which offer a solid base of hope for an eventual 
International Federation. The London Society, under 
the vigorous and far-sighted leadership of Colonel W. 
Francis Andrews, president, has grown in membership 


Edward §S. Wilson, president of The New York Society 
of Security Analysts, in hard helmet, is shown watching 
a United Steel Companies’ plant operator “turn over” 
hot billets of steel from a control tower above a rolling 
slab at Sheffield, England. The blinding reflection from 
hot molten steel was the most vivid light here. 
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from 200 to 500 in the past two years. At a dinner in 
London, we had the opportunity of talking to many of 
the London Analysts on an individual basis and found 
several common points of interest, such as obtaining 
more complete and accurate information from corporate 
managements. 

In Amsterdam, we were struck by the zest and 
probing curiosity of a group of 40 Analysts who are 
now forming a society which should make a substantial 
contribution to our profession in the years to come. In 
addition to the reception previously mentioned, the 
Amsterdam group entertained us at a most pleasant and 
informative luncheon. After a comprehensive talk on 
the nation’s business picture by the economic adviser 
to the Netherlands government, this writer had the 
pleasure of outlining the formation, history and progress 
of The New York Society and The National Federation. 
In Paris, several officers of the New York Society were 
entertained at a reception by the officers and directors 
of the French Society. The Paris society’s entire mem- 
bership of about 40 is derived from the banks, as none 
of the brokerage firms employ Security Analysts. 

In Munich, Vienna and Zurich, we were entertained 
by the leading banks; and, in addition, we visited the 
stock exchanges in London, Amsterdam, Munich, 
Vienna and Zurich. In Amsterdam, the chairman of 
the stock exchange gave us a most comprehensive and 
fact-filled talk on the history and operations of his 
exchange, which he rightly termed the “cradle of 
present-day stock dealing” with trading of shares start- 
ing in the early 17th century. 

The Dresdner Bank sponsored a reception in Munich 
with Ernst Matthiensen, a generous host on our 1959 
trip, coming from Frankfurt. The Deutsche Bank held 
a sumptuous dinner, which was attended by the leading 
officers from the main office in Frankfurt. After an 
al fresco party, featured by a delicious combination of 
orange juice and champagne, the Munich Stock Ex- 
change was our host at a luncheon. In Vienna, we had 
a morning meeting with officers and economists of the 
Laenderbank and an afternoon meeting with officers of 
the Creditanstalt. In between these meetings there was 
a luncheon in the beautiful Pallavicini Palace with the 
officers of the Vienna Stock Exchange. 

The three leading banks in Zurich, the Credit Suisse, 
the Swiss Bank and the Union Bank of Switzerland, 
gave us a full, interesting and most enlightening day. In 
the morning, there was a talk by the economist of the 
Swiss National Bank, individual meetings at the offices 
of the three banks and a visit to the Stock Exchange. 
Then came the piece de resistance, a trip with our wives 
to Lucerne for a fine luncheon sponsored by the three 
banks. These meetings and luncheons afforded us a 
unique opportunity to learn about the economies of the 
countries involved. 

It should also be mentioned that in London The 
Financial Times and The Investors Chronicle were our 
hosts at luncheon in the dining room of the House of 
Commons attended by many British financial leaders. 
In this room we felt the presence of the historic prime 
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ministers from the elder Pitt to Disraeli, Gladstone and 
Churchill. 

A unique and interesting field trip was made to 
Massey-Ferguson’s brand new farm equipment plant in 
Beauvais, France, practically under the shadow of the 
famed cathedral. This plant, the most modern and 
highly automated in western Europe, should give the 
company a marked competitive advantage in the years 
to come. At the same time, our wives visited the 
Beauvais cathedral and Gerberoy, a quaint medieval 
village nearby, with its narrow, cobble stone streets. 
Both groups enjoyed traditional French provincial hos- 
pitality at luncheon. 

Another very worthwhile field trip was made from 
Amsterdam to Rotterdam and the main offices of Uni- 
lever. In the company’s magnificent directors’ room 
(overlooking the entire city) the top managements of 
both the Dutch and English companies discussed in de- 
tail earnings, operations and finances of this far-flung 
world enterprise. A delicious buffet luncheon followed 
this management conference. 

In our conversations with industrial managements 
throughout the United Kingdom and Western Europe, 
we were struck by the tremendous improvement made 
in annual reporting in recent years. Most corporate 
annual reports now include full comment on operations, 
earnings and financial position and a considerable 
amount of statistical data not previously presented. 


However, it cannot be denied that there remain two 
basic difficulties for American Analysts in attempting to 
analyze British and Western European securities. The 
first difficulty is that, with one or two notable excep- 
tions, these corporations do not issue quarterly reports 
of sales and net income nor are their managements con- 
ditioned to discuss current operations or make future 
estimates. The second is that the system of accounting 
tends to greatly understate earnings by the setting up 
of contingency reserves so that arrival at a determina- 
tion of true earning power is well nigh an impossible 
task. Despite these problems, we are certainly benefit- 
ing from the mutual interchange of information, and 
progress is being made slowly and surely towards a 
better understanding of European industries and Euro- 
pean securities. 

This article cannot be concluded without a word of 
heartfelt appreciation for the continuing and conscien- 
tious work of the Co-Chairmen of our second European 
field trip, Monte Gordon and Alan C. Poole. These two 
gentlemen started their labors a year before the trip and 
devoted many weeks to arranging the myriad details 
which made the trip a smooth-running success. Finally, 
on the trip itself, they were busy from morning to night 
keeping the program on schedule and overseeing the 
field trips and management conferences. The National 
Federation and the New York Society owe them a deep 
debt of gratitude. 


European Trip Manifest 


Mr. & Mrs. Monte J. Gordon 
Director of Research 
Co-Chairman of European Trip 
Bache & Co. 

36 Wall Street 


Trip A 
The following Financial Analysts 
and wives visited Copenhagen, Stock- 
holm, Dusseldorf and Brussels. Both 
groups met in Paris. 


Douglas R. Annett 
Annett & Co., Ltd. 

220 Bay St. 
Toronto 1, Ontario. 

Mr. & Mrs. Philip Bauer 
Investment Analyst 
Rockefeller Brothers, Inc. 
30 Rockefeller Plaza 
New York 20, N. Y. 

Mr. & Mrs. Nathan Belfer 
Investment Analyst 
de Vegh & Co. 

26 Broadway 
New York 4, N. Y. 

Mr. & Mrs. Cameron Biewend 
Investment Analyst 
Ogunquit, Maine. 

John F. Bohmfalk, Jr., Vice President 
McDonnell & Co., Inc. 

120 Broadway 
New York 5, N. Y. 

Robert H. Brimberg, Partner 
Brimberg & Co. 

26 Broadway 
New York 5, N. Y. 
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Mr. & Mrs. James A. Close 
Senior Vice President 


Merchants Natl. Bank & Trust Co. 


216 So. Warren Street 
Syracuse 2, N. Y. 


Mr. & Mrs. O. Karl H. Dieckmann 
Investment Analyst 
Hydraulic Power Systems, Inc. 
261 East Nine Mile Road 
Ferndale 20, Mich. 


Wallace F. Doerr, Vice President 
Craig-Hallum, Inc. 
133 S. 7th Street 
Minneapolis 2, Minn. 


Robert T. Edmundson 
Partner 
H. C. Wainwright & Co. 
120 Broadway 
New York 5, N. Y. 


Mr. & Mrs. Neil C. Estabrook 
Assistant Cashier 


Merchants Natl. Bank & Trust Co. 


11 So. Meridan Street 
Indianapolis 9, Ind. 


Theodore H. Fuger 
Heber-Fuger-Wendin, Inc. 
600 Penobscot Bldg. 
Detroit 26, Mich. 


New York 5, N. Y. 


Miss Frances Haidt 
Investment Analyst 
Herzig, Farber, McKenna 
50 Broadway 
New York 4, N. Y. 


Mr. & Mrs. Phillip Hettleman 
Partner 
Hettleman & Co. 
One Wall Street 
New York 5, N. Y. 


Mr. & Mrs. Thomas Johnson 
Vice President 
Eaton & Howard, Inc. 
24 Federal Street 
Boston 10, Mass. 


Miss Mildred Sorentino 
Lubetkin, Regan & Kennedy 
44 Wall Street 
New York 5, N. Y. 

Sander Landfield, Partner 
Carlisle & Jacquelin 
Two Broadway 
New York 4, N. Y. 

Mr. & Mrs. Kuno Laren 
Director, Research 
Jesup & Lamont 
26 Broadway 
New York 4, N. Y. 
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RECREATION 


Brunswick Corporation is serving the field of 
recreation through these divisions: Bowling; 
MacGregor Sport Products; Owens Yacht; 
Brunswick Boats; Red Head; and Brunswick 
Sports Products. 


HEALTH 


Brunswick is helping to meet world health 
needs through its Aloe Division, manufac- 
turers and distributors of equipment and 
supplies for physicians, hospitals, and 
scientific laboratories. 


Here's the record of our progress! 


Net Sales 


Earnings (before taxes) 
Net Earnings (after taxes) 


Total Assets 
Working Capital 


Shareholders’ Equity 
Number of Shareholders 


1960 
$359,861,000 
$ 79,160,000 
$ 37,995,000 

_$330,375,000 
$148, 868,000 
$141,912,000 

38,942 


EDUCATION 


Brunswick's School Equipment Division 
has pioneered new design concepts in 
classroom furniture and gymnasium 
equipment to keep pace with the nation's 
expanding educational requirements. 


1959 
$294,799,000 
$ 58,153,000 
$ 27,910,000 
$360,965,000 
$ 90,365,000 
$104,962,000 

18,258 


1958 
$237,478,000 
$ 33,723,000 
$ 15,308,000 
$235,487,000 
$ 66,492,000 
$ 59,155,000 

7,050 


DEFENSE 


Serving national security, Brunswick’s 
Defense Products Division designs, 
develops, and manufactures metal and 
plastic component parts for guided mis- 
siles and space craft. 


1957 
$166,750,000 
$ 17,704,000 
$ 8 157,000 
$129,549,000 
$ 40,143,000 
$ 35,936,000 

3,938 


Dividend Record—Common: 


Cash $ 5,296,000 $ 3,802,000 $ 1,857,000 $ 881,000 


5% 
2 for 1 


Stock — — — 
3 for 1 


Stock ae 2 FOR 1 4 for 3 


Data for poueape nies on B pooling at ‘interests basis (Aloe, Owens and oe) 
have bee: aed fe ‘fy ee riods. ll other acquired companies have been 
cluded only fro: e respective dates of acquisition. 


An Important Announcement 


The annual shareholders’ meeting 
will convene at Chicago’s 
» McCormick Place auditorium on 
Monday, April 17th, 10:00 a.m. 
: Owens and Brunswick boats and 
=, exhibits of other Brunswick 

== products will be on display in outer 
i: §24 lobby, McCormick Place theater. 


President 


All figures on a consolidated basis 


If you wish to have a copy of 
Brunswick’s annual report, write to: 


Arthur R. Cahill 

Vee President— Finance 

runswick Corporation 

Dept. B4 623 Soar Wabash Avenue 
Chicago 5, Illinois 


Findings based on a recent trip to Europe with the members 
of the National Federation of Financial Analysts Societies 


Socio-Political Effects on the Economies 
Of Six Western European Countries 


THE GREATEST NEED TopAy for the 
economic well-being of each country 
visited on our recent tour of Wes- 
tern Europe might be set forth as 
follows: 


United Kingdom—Liquidity 

The Netherlands—Natural 
Resources 

West Germany—Labor 

Austria—Capital 

Switzerland—Less outside specu- 
lation in the Swiss France 

France—Political stability 


The long-term economic outlook 
for all these countries is relatively 
favorable, although their rate of po- 
tential growth in the future might 
vary considerably. Consideration 
should be given to such political and 
social forces presently influencing 
their economies as well as future 
situations which might develop. Ob- 
viously this subject is so complex 
that complete coverage would re- 
quire several books; but it is the 
writer’s hope that by touching light- 
ly on each area he might offer some 
clues as to existing conditions as 
well as exposing future obstacles or 
enhancements that could be impor- 
tant influences in the future eco- 
nomic growth of the countries cov- 
ered in this article. 


The United Kingdom 


In many respects the economic 
pattern of the United Kingdom has 
followed rather closely our own. A 
business recession started somewhat 
earlier than ours and continued 
throughout 1960, but there is now 
evidence of a full-scale business re- 
covery. One of Great Britain’s lead- 


* Research Consultant, Hemphill, Noyes 
& Co. 
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by Alan C. Poole * 
European Trip Co-Chairman 


ing economists, however, is rather 
cautious in his forecasts for the in- 
termediate term prompted by the 
existence of an unfavorable balance 
of trade and lack of liquidity in the 
United Kingdom. These two condi- 
tions at present pose the greatest 
threat to the British economy, the 
second having been caused basically 
by the first. Several factors have 
contributed to this trend toward an 
increasingly unfavorable balance of 
trade. Probably the decline in in- 
visible exports, that is, services such 
as shipping, insurance, etc., might 
be considered as having the greatest 
influence for these services have 
been important contributors to the 
United Kingdom’s intake of money 
in the past. In recent months gains 
in gold supply have been reversed 
into losses contrary to the United 
States where the outflow of gold, 
rather extreme over the past year, 
seems to be arrested at least tempo- 
rarily. 

So far as the London stock mar- 
ket is concerned it has been rising 
continually and there are fewer good 
values in equities available today. 
The reasons cited are similar to 
those used to explain the compar- 
able action of the American market 
—lots of cash available for invest- 
ment and a great demand for equi- 
ties with an inadequate supply of 
shares. 

The fact that a conservative ad- 
ministration has been strongly en- 
trenched is most encouraging for the 
future growth of the British econ- 
omy as industry can now continue 
to expand without fear of national- 
ization. The Socialistic experiment 
proved to be a failure, and although 


some reforms have been instituted, 
such as socialized medicine and na- 
tionalization of transportation (steps 
which may eventually take place in 
this country), many of the undesir- 
able elements of socialism have been 
eliminated. We in this country might 
do well to learn and profit from 
studying the British socialistic ex- 
periment which failed. 

Lack of liquidity in part has been 
created by the tighter monetary pol- 
icy of the Conservative regime and 
unfortunately this has affected the 
balance of trade. Generally speak- 
ing, however, the Government’s pol- 
icies are popular with investors as 
witnessed by the recent rise in stock 
prices on the London Stock Ex- 
change following the announcement 
of the Budget, as contrasted to the 
fall of stock prices in the United 
States following our Administra- 
tion’s tax program message. 

If the United Kingdom were a 
part of the Common Market a more 
favorable balance of trade might be 
created; but because of its obliga- 
tions to the Commonwealth and its 
reluctance to become involved poli- 
tically Great Britain has taken a 
course that might be considered as 
only second best—that is, participa- 
tion in the Outer Seven. Eventually 
these two groups may merge and 
there are some important people in 
Great Britain who not only feel such 
a merger would be beneficial but are 
pressing for its fruition. 


The Netherlands 


The loss of some of their overseas 
possessions has hampered the Dutch 
people, but they have made remark- 
able strides in overcoming this blow. 
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Basically the Dutch are some of the 
shrewdest traders in the world and 
Holland has thrived on the brains of 
its people. The Netherlands, unlike 
the United Kingdom, has been able 
to maintain a favorable balance of 
trade primarily through invisible ex- 
ports, especially shipping. Political- 
ly the present government might be 
considered Socialistic, but control 
has been exercised primarily for the 
benefit of industrial growth. Labor 
costs have been held well in check 
and when pressures were applied for 
higher wages the revaluation of the 
Guilder took place which offered 
workers increased purchasing power 
rather than creating inflationary 
pressures through higher labor costs 
that might disturb the balance of 
world trade. 

Geographically handicapped, with 
a substantial part of the country 
lying below sea level, the Nether- 
lands has found it necessary to de- 
velop a vast network of dikes and 
drainage systems to make the land 
usable. Even today a lot of unde- 
veloped acreage is good for grazing 
purposes only. However, a vigorous 
land reclamation program is taking 
place which is likely to result in 
further industrial growth for this 
country accelerated by the rapidly 
increasing population. 

So far as outside influences are 
concerned the Dutch economy is 
affected to some degree by them, 
but the recent business recessions in 
the United States and the United 
Kingdom have not had serious re- 
percussions and the Dutch econo- 
mists are quite optimistic for 1961. 

To this writer the most impres- 
sive fact is that the Netherlands is 
financing itself through taxes and 
that the government debt has been 
decreasing, thus insuring a sound 
Guilder and keeping inflation at a 
minimum. Political stability of the 
government, coupled with the in- 
genuity of management of various 
large companies, has created a 
sound basis for continued economic 
growth. Investment in selected 
equities of Dutch companies, readily 
marketable through the Amsterdam 
Stock Exchange, offer above-aver- 
age opportunities for capital appre- 
ciation for the long term. 
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West Germany 


An acute labor shortage in West 
Germany still exists despite the con- 
tinuous outflow of Germans from 
behind the Iron Curtain. A bottle- 
neck has been created which has 
undoubtedly slowed up industrial 
expansion, and as a result the in- 
creasing power of trade unions is 
becoming the greatest threat to the 
West Germany economy. Labor 
costs are rising sharply and probably 
are the highest on the European 
continent today; but they are sub- 
stantially lower than those in Amer- 
ica where unemployment is now 
over 8% of the working force as 
compared to probably less than 3% 
in West Germany. 

Politically, West Germany ap- 
pears stable and should remain so 
even when Chancellor Adenauer re- 
tires. Although not much hope is 
held out for an eventual reunifica- 
tion of East and West Germany the 
belief remains that East Germany 
would vote overwhelmingly anti- 
Communist were a plebescite per- 
mitted. Trade is conducted between 


the two Zones, but greater economic 
strength could be eventually at- 
tained through unification. 


The economy of West Germany 
has followed somewhat the pattern 
of the United States with a recovery 
currently underway which appears 
to be more buoyant than ours. 
Money has been plentiful to the 
point where many German stocks 
are selling at extraordinarily low 
yields. German accounting does not 
reveal net earnings as amounts be- 
yond dividends paid out are hidden 
in reserves; but it is this writer’s 
guess that many of the stocks of 
leading German corporations are 
selling at price times earnings ratios 
as high, or higher, than ours. Ger- 
man capital has been slow to invest 
in American securities while sub- 
stantial sums of American money 
have gone into the German stock 
market creating a short supply of 
stocks and forcing prices up. 

There has been some concern in 
Germany about the drain of gold 
reserves out of the United States 
with fears of ultimate devaluation of 


Boarding Hoogovens’ (former) luxury liner, outside of Amsterdam, which is 
permanently anchored in a canal adjacent to the steel mill. Hoogovens bought 
this ship to house approximately 600 laborers, 200 of whom were transported 
from Italy. Topside quarters are used to entertain guests. Analysts and man- 
agement met in the mahogany-paneled “A” deck salon and later lunched on deck. 
Alan C. Poole, Trip Co-Chairman, is shown, with dark glasses, in foreground. 
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At the Massey-Ferguson Limited plant at Beauvais, outside of Paris. Shown 
left to right, are: R. A. Diez, general manager of Massey-Ferguson G.m.b.H. 
(West Germany); Jean Perichon, president-directeur general, Massey-Ferguson, 
S.A. (France); Leo J. Larkin, Carl M. Loeb, Rhoades & Co.; Guy Prenouveau, 
comptroller of Massey-Ferguson S.A.; and Albert A. Thornbrough, president of 
Massey-Ferguson Limited. The Beauvais plant manufactures tractors. 


the dollar. With no great need for 
further American capital at the 
present time, the Germans have re- 
valued the Deutschemark, not an 
especially popular step with either 
industry or the banks because of a 
possibility of the creation of an un- 
favorable balance of trade. German 
labor costs presently pose a threat 
in this direction. More popular, 
generally, the writer would guess, 
are the steps the German govern- 
ment is taking to aid the gold prob- 
lem of the United States through 
plans to pay off part of their debt as 
well as to contribute a greater share 
to the aid program for underdevel- 
oped countries. The extent to which 
West Germany’s balance of trade 
will be affected remains uncertain, 
and until this can be determined it 
is difficult to forecast the future eco- 
nomic outlook. 


Austria 


The recovery of the Austrian 
economy following World War II 
was seriously impaired until 1955 
when the Russian occupation was 
terminated. This year the Austrian 
government completed an expensive 
reparations payment program to the 
Soviet Union while the prescribed 
oil shipments must be continued un- 
til 1965. Before the Russians left 
the country, they stripped most of 
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the privately owned companies of 
their machinery. 

The occupation of Austria by the 
Russians had several significant ef- 
fects on the economy which must be 
understood in order to fully analyze 
it. In the first place, the postwar 
recovery really took place only after 
the Russians left Austria and there- 
fore it is still in a relatively early 
stage; and several years should pass 
before a corrective recession in busi- 
ness can be expected. 

Secondly, Austria necessarily be- 
came much more of a Socialistic 
state than otherwise would have 
been the case had not the Russian 
occupation taken place. It was the 
feeling of the Austrian government 
that companies could better be pro- 
tected if they were nationalized be- 
cause then the Russians would be 
less likely to take away the machin- 
ery and other equipment. This de- 
cision by the government proved to 
be correct. Substantially all the ma- 
chinery and equipment taken out of 
the country by the Russians be- 
longed to private industry. Forced 
replacement of this equipment 
necessitated modernization of pro- 
duction facilities to a degree where 
Austria’s private industry may com- 
pete in world markets. 

Aside from capital made available 
to Austria by various European aid 


plans little has come from outside 
sources. American investors have 
had two major fears about investing 
in Austria. The first is the mistaken 
belief that Austria is a Socialistic 
state moving toward further nation- 
ization because the Austrian govern- 
ment’s motivation in nationalizing 
companies has been misunderstood. 
Although the government is made 
up primarily of Socialists there ap- 
pears to be little likelihood of fur- 
ther nationalization of industry; in 
fact, pressure from some groups to 
denationalize is prevalent. Taxes 
have been high to meet the repara- 
tion payments, but it is conceivable 
these might eventually be lowered 
to attract badly needed capital. 
Another factor creating uncertainty 
for American investors is Austria’s 
proximity to the Iron Curtain; and 
in some respects this is a valid fear. 
The heart of Austria’s manufactur- 
ing facilities is located south of 
Vienna less than 50 miles from the 
Hungarian border. This writer be- 
lieves there should be no more 
anxiety over Austria being reoccu- 
pied by Russia than there should 
be regarding West Berlin. It seems 
in either case to fulfill its obligations 
and maintain its prestige in Western 
Europe, the United States would be 
forced to intervene. 


There are few investments avail- 
able in Austria, although an active 
market in securities in leading pri- 
vately-owned corporations is main- 
tained on the Vienna Exchange. 
However, most of these corpora- 
tions are closely held by Austrian 
families. The writer left Austria 
with the impression that if further 
equities were made available capital 
investment could prove quite inter- 
esting, but the government is pri- 
marily interested in raising capital 
through sale of government bonds 
at relatively high interest rates or 
through direct formation of new 
companies in Austria by American 
industry. 


Switzerland 

This country is probably as close 
to a Utopia as any that exists today. 
Because of its strategic geographical 
position and the resoluteness of the 
people, Switzerland has managed to 
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keep out of world conflagrations 
(although during World War IL its 
neutrality was threatened on more 
than one occasion). At one time the 
country had 20% of the total popu- 
lation mobilized to prevent invasion. 

As increasing interest has been 
developed in the Swiss economy it 
has been found necessary to build 
up an economic wall. Not once has 
this country suffered a serious busi- 
ness correction since the 1930's 
when the whole world was in a de- 
pression and Switzerland’s export 
market was seriously affected as 
well. Since World War II its econ- 
omy has run on a smooth plane. 
Furthermore the tax structure is 
probably more favorable here than 
in any other country in Western 
Europe. 

The worst problem has been to 
prevent the inflow of foreign money. 
As the government desires to avoid 
speculation in the Swiss Franc it has 
taken rather drastic steps to keep 
foreign capital out of the country. 
Swiss securities may not be pur- 
chased other than by Swiss nation- 
als. The few such securities that are 
available in other countries com- 


mand a substantial premium over 
listed Swiss market prices. Foreign 
deposits in Swiss banks are discour- 
aged and a small interest fee must 
be paid by anyone desiring to de- 
posit money there. 

To become a Swiss national is 
virtually impossible, although appli- 
cation can be made for citizenship 
after a residence of 10 years, but 
even then it is a long time before 
approval may be granted. This 
country has had virtually no change 
in government in over 100 years. 
Obviously Switzerland would be a 
desirable location for capital funds, 
but under present regulations it is 
virtually impossible to invest in any 
form in this country other than 
through forming and locating new 
companies or subsidiaries in Switz- 
erland. 


France 


The recent uprising in Algeria in- 
terrupted what was probably the 
most stable period politically in 
France for a great many years. The 
Algerian outbreak though not en- 
tirely surprising or unexpected was 
somewhat more acute than could 


have been foreseen. Many French 
leaders are hopeful that General 
De Gaulle will resolve the Algerian 
problem and following its settlement 
an era of political peace will come 
to France. At this writing General 
De Gaulle’s appeal to the people of 
France appears to have achieved the 
termination of the current upheaval 
and strengthened his position im- 
measurably. 

In recent years the French econ- 
omy has been the most dynamic pos- 
sible in the history of that nation. 
Industrial growth has been substan- 
tial and a great deal of effort has 
been expended in developing natural 
resources in southern France. For 
example, natural gas may be an im- 
portant factor in the future growth 
of the French economy, while the 
steel companies have shown unusual 
resourcefulness not only in discover- 
ing but also utilizing a low-grade 
iron ore. 

In many other areas French com- 
panies have shown great growth, 
and although their present method 
of reporting earnings make their 
stocks appear to be overpriced, 
some great revelations in the future 


Newport News Shipbuilding and Dry Dock Company 
Quarterly Statement of Billings, Estimated Unbilled Balance 
of Major Contracts and Number of Employees 


Billings during the period from shipbuilding, ship con- 


versions and repairs, hydraulic turbines and other work 


Estimated balance of major contracts unbilled at the close 
. $478,622,327 


of the period 


Three Fiscal Months Ended 


March 27, March 28, 
1961 1960 
$ 41,454,855 $ 38,206,455 
At March At March 
27, 1961 28, 1960 


Equivalent number of employees, on a 40-hour basis, 


$300,975,906 


70 


working during the last week of the period 15,868 15,673 


The Company reports income from long-term shipbuilding contracts on the percentage-of-completion basis; such income for 
any period will therefore vary from the billings on the contracts. Contract billings and estimated unbilled balances are 
subject to possible adjustments resulting from statutory and contractual provisions. 


By Order of the Board of Directors 


April 26, 1961 R. I. FLETCHER, Financial Vice President 
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might appear when they are required 
to revaluate their reserves—a means 
they have used to hide both earn- 
ings and assets. In fact, it is be- 
lieved by many investment bankers 
in France that stocks of these com- 
panies should appreciate substan- 
tially once these revaluations take 
place. There is no fixed schedule, 
but they could come before the end 
of 1961. 

For the speculator willing to risk 
the existing hazards today in the 
French political situation, there may 
be great rewards because the stock 
market in France has been de- 
pressed considerably recently and 
some good values are available. 


SUMMARY 


The international situation gov- 
erns the economic future of West- 
ern Europe to a great extent. Obvi- 
ously any large blow-up between the 
Soviet Union and the United States 
would not only damage the Euro- 
pean economy but would also hurt 
the world and investments in any 
area would be affected. The politi- 
cal situation of France, with respect 
to Algeria and Belgium’s relations 
with the Congo, could have an up- 
setting influence from time to time 
on the overall Western European 
picture, especially considering that 
both these countries are in the Com- 
mon Market. The recent uprising in 
Algeria has not affected the Euro- 
pean markets to any great extent ex- 
cept in France, but recently placed 
some prices on the Paris Bourse 
(Stock Exchange) at levels where 
they appear relatively attractive for 
investment purposes. 


On balance the economies of the 
Western European countries should 
expand over the next five to ten 
years. The standard of living is 
still considerably lower than in the 
United States; yet people are look- 
ing for cars, TV sets and other 
luxuries enjoyed in this country. 
Therefore, excellent opportunities 
still exist in the consumer markets. 
Productive facilities are still inade- 
quate but when they are expanded 
greater labor forces will be required. 
Labor is in short supply almost 
throughout Western Europe, and 
in many cases it is being imported 


MaAy-JUNE 1961 


NOW! 

CARS 

GET EXTRA 
PROTECTION 
AGAINST 
CORROSION! 


Corrosion has always been one of a car’s worst enemies. But now — 
thanks to a great forward step by the American automotive industry 
— many cars are protected against this costly hazard. 

That’s because they feature underbodies of tough, corrosion-resist- 
ant galvanized steel. Wheeling sorTiTE” galvanized steel is outstanding 
for this purpose. Its special, tight coating will not flake or peel, no 
matter how severely it’s twisted or tortured. 

Wheeling sorTITE is one more example of how Wheeling uses “imag- 
ination in steel” to anticipate the needs of American industry and 
serve you better. 


IT’S WHEELING STEEL! woesing SicaComporation, Wheeling, W.Va, 


from other countries. Of course the 
great danger lies in the possibility 
that labor unions will gain the 
strength in Western Europe that 
they have in the United States, but 
at the present time they are in vary- 
ing degrees of control in most coun- 
tries. 

In almost half the European 
countries currency is more stable 
and perhaps even stronger than the 
American dollar; and there are a few 
areas where difficulties are being 
encountered due primarily to an 
outflow of gold and unfavorable 
balance of trade. 

Today investment of large port- 
folios calls for more careful selection 
than ever before. The Common 


Market (now to be made up seven 
nations instead of six) and The 
Outer Seven (to which an eighth 
nation is being added) are gradually 
creating greater economic strength 
in Western Europe that should 
prove highly competitive to Ameri- 
can products. Over the long term 
a merger of these two groups could 
make the European Community an 
even stronger factor in World trade. 
The writer suggests that the day 
when we limit ourselves to domestic 
investments is past, and it is becom- 
ing increasingly important to an- 
alyze the possibilities overseas. 
Many of the stocks of the West- 
ern European countries are selling 
at exorbitant prices based on yard- 


sticks of the past because there is a 
tremendous flow of capital awaiting 
investment. For that reason it is 
difficult to find values when one is 
required, as he must do, in this 
country, to seek carefully for stocks 
that offer good values. Frequently 
the investor might be forced to select 
issues of little known and small 
companies, but for the astute in- 
vestor the opportunities in Western 
Europe are great. The political at- 
mosphere is healthy and the eco- 
nomic picture very promising. A 
careful study and educated selection 
should enable one to do well in com- 
mitting at least some of his funds in 
the economic future of the Western 
European countries. 


72 WALL STREET 


For Banks, Pension Funds, Foundations, 
Mutual Funds, Corporations and Other Institutional Investors 


INVESTMENT ANALYSIS AND FINANCIAL FORECAST #2 


AMERICAN TELEPHONE AND TELEGRAPH CO. 


An Extraordinary Investment Opportunity For The Sixties 


COMMUNICATIONS 
SCIEN TIFICURESEARCH 
ELECTRONICS 


Five Year Forecast of Earnings and Cash Flow 


. ' . . 
To obtain a copy of our comprehensive report, address the undersigned 


DAVID J. GREENE AND CoO. 


MEMBERS 
NEW YORK STOCK EXCHANGE 


AMERICAN STOCK EXCHANGE (ASSOCIATE) 


INVESTMENT ADVISORY SERVICE 


NEW YORK 5, N.Y. 
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One of a series of Pure Oil messages to stimulate travel by car 


‘With two kids, who’d ever think we could afford a Florida vacation? But when you travel 
by car, the transportation cost is the same for four as for one,” writes Howard Hummel of Chicago. 


“We drove from Chicago to Miami 
and back for $8692” 


The Hummel family 
followed the Firebird 
and discovered all over 
again that you see more 
and spend less when 
you travel by car. 


GMaseatithe snoteim haves ihe CivilWar camevalives) “We folldsuedithe- Fircbicd’ 


AAD Me Wan GI TV sets in every room—and we _ for the kids when we made a__ and got top mileage and per- 


WHEN YOU TRAVEL BY CAR didn’t even miss our favorite stopover at Lookout Mountain formance with PURE Firebird 
(and think how much more you will see) TV programs. Typical cost for near Chattanooga, Tennessee. Gasoline. PURE’s clean rest- 
CAR PLANE TRAIN BUS all of us — $10 a night for a My wife and I got a big kick rooms and ‘Royal Welcome 
TR = modern, air-conditioned room.” _—_ out of it, too.” Service’ are tops, too.” 
MIAMI $367.62 | $268.84 | $214.83 
AND RETURN 
WASHINGTON, De $51.02 | $202.95 | $118.79 | $140.91 Yes, it makes dollar and fun sense __ esting sights along the way and after 
when you travel by car. The Hum- you get there without fuss or bother. 
DETROIT TO % ¢ 
ATLANTA $212.85 | $96.86 | $117.70 mels traveled 3,275 miles (including You save money on meals and lodg- 
MINNEAPOLIS TO Se RS side trips) from Chicago to Miami ing, too. With all the new motels and 
AND RETURN 4 : ; and back for only $86.92 (the total restaurants, you’re sure to find what 
y . . 
Spells $262.67 | $107.69 | $129.91 cost of gas, oil and lube services at you want at the price you want to 
BNO/SETURN recommended intervals). pay. (Your Pure Oil dealer can help 
Pillenetseures forrtamily.of four (2 adults,2 “hall:psice -call: And think how much more you see you here—just ask him.) 
dren) including tax. Plane, train and bus costs are lowest-cost A 
fares quoted as of March 9, 1961. Car costs (except Chicago to when you travel by car. Go where you | 
Miami) based upon 3¢ per mile for gas, oil and maintenance as e . 
estimated by recognized authorities. Cost of meals and lodging want, when you want. Explore inter- 


not included in any of above figures. 


Follow the Firebird—as you travel by car. Fire up with powerful new 
PURE Firebird Gasoline and enjoy a car that runs better, farther. Stop, 
too, for helpful travel information wherever you see the “Traveling? We 
will help you” sign. 


© The Pure Oil Co, 


"Vacation Planning Week” is May 21-27. Fire up with PURE Firebird... BE SURE WITH PURE 


Why not include your car in your vacation plans? 


Still Climbing 


THE SOUTHERN COMPANY sys- 
tem, reflecting the economic sound- 
ness and vigor of its four-state 
service area, climbed to new highs 
in sales of electric power and net 
income in 1960. This was accom- 
plished in a year of lessened busi- 
ness activity nationally. 


1960 


‘HIGHLIGHTS: OF THE YEAR 


Operating Revenues : : _. . $319,162,000 
A new high — an increase of $22,040 000 6 or 7. 6% 

Consolidated Net Income | : ~ .). . . $46,150,000 
Another new high - — up $2,953, 000 or 6 8% 

Earnings Per Share of Common Sto (year-end) Were... . . . $2.06 
14 cents above the previo 

Dividends Per Share of Common stock were . —... ... . $1.40 
Up 10 cents over 1959 — 

Construction Expenditures old | |. .  $170,077,000 
Down 812 million dollars from all-time high of 1959 : 

Sales of Electric Energy, in kilowatt hours : , . 22,760,000,000 


A new record, up 8.6% 


Customers Served Directly increased to _.... . . . 1,976,151 
37,112 more than in 1959 ~ — 


Serving the Heart of the South 


| 
: through 
_ ALABAMA POWER company BULB 
. : Birmingham, Alabama _TAX-PAYING : 
: GEORGIA POWER COMPANY 
‘Tha Sontborn Compeay 1849 Annes) Bapart Atlanta, Georgia 
Write for 1960 Annual Re- GULF POWER COMPANY 
port: The Southern Com- Pensacola, Florida 


pany, 1330 West Peach- 
tree Street, N.W., Atlanta MISSISSIPPI POWER COMPANY 
coxele Gulfport, Mississippi 


ATLANTA - 1330 W. PEACHTREE STREET 
SOUTHERN ELECTRIC en cy 2 Ugpinaivehin Aakers BIRMINGHAM - 600 N.1I8 TH STREET 


As French Troops and Tanks Stalk the Streets of Paris 


Analysts Bid Farewell to Europe 


by Warren Burns 


FRENCH MILITARY AND POLITICAL drama—how historic 
remains, at this writing, to be seen —climaxed the 
twenty-four-day European Business Conference of The 
National Federation of Financial Analysts Societies. 
(March 31-April 23). 

Dramatic, for the eighty-five Financial Analysts, and 
forty-five wives, took off from Paris’ Le Bourget airport 
just two hours before President Charles de Gaulle closed 
the airports and blocked the runways, following the 
Algiers coup. In Napoleonic retrospect we sensed a 
“whiff of grapeshot” at our heels. And in a manner of 
speaking it was another incident in “le grand tour” of 
nine European countries where we were royally-treated 
by Governments and blue-chip corporations alike. 

In the course of “le grand tour” we emerged with a 
delightfully new cognomen: “Kapitalmarktexperten.” 
This was accorded us by Die Press, leading conservative 
newspaper in Vienna—or as the city is correctly called, 
Wien. 

Frankly, the “jet-propelled” (sic) trip took us into 
sO many countries and whirled us through so many 
corporations that it took a diary (for most of us) to 
remember where we’d been and exactly what we’d seen. 
The purpose here is merely to recall some of the high- 


lights that otherwise might be omitted, while the articles 
preceding and following deal, in more detail, with many 
other facets of the trip. 

And certainly business-conference luncheons were 
highlights where prominent European businessmen ad- 
dressed us. And in England there were several par- 
ticularly interesting and informative overnight business 
trips. This writer, accompanied by Edward S. Wilson, 
president of The New York Society, and four other 
Financial Analysts, were two-day guests of The United 
Steel Companies Limited in northern England. 

United Steel’s Mr. E. T. Sara, commercial and eco- 
nomic advisor, met us at the Sheffield (Midland) station 
(just 160 miles from Scotland), and after introducing 
us to T. S. Kilpatrick, general manager of Steel, Peech 
and Tozer, we toured United Steel’s plant at Sheffield. 

That evening we were dinner guests at United Steel’s 
ancient and beautiful guest mansion—Clifford House by 
name. And again, the Analysts put the “microscope” . 
on their guests—this time it was the annual report. 
Preceding the questions was a short informal address 
by Mr. A. J. Peech, deputy chairman and general man- 
aging director of United Steel. 

On the following day we were driven (about 45 


AMSTERDAM STOCK EXCHANGE—Board Room. Here, 
Mr. P. F. J. de Kok, Chairman (center, holding a bull-and- 
bear statue), is shown with, left to right: Alan C. Poole, Trip 
Co-Chairman; Miss Magda H. M. van Mil, Labouchere & V., 
Amsterdam; Edward S. Wilson, president of The New York 
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Society; Mr. de Kok; Charles E. Exley, President of Detroit 
Stock Exchange; Edward Ory, Managing partner, Commercial 
Enterprises; and Mr. J. G. N. de Hoop Scheffer, of the Am- 
sterdam Stock Exchange. The Analysts were allowed to circu- 
late on the floor of Amsterdam’s Stock Exchange. 
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miles away from Sheffield) to another United Steel plant 
at Scunthorpe, the plant name being The Appleby- 
Frodingham Steel Company. Again we toured the plant, 
which had its origin more than a century ago, and again 
more Analysts’ questions. 

It was during the United Steel visit that this writer 
found admiration of a product immediately resulted in 
gifts, which included a pound of China and India tea 
and a beautiful metal drinking mug, made from stainless 
steel manufactured at the Appleby-Frodingham plant. 

Mr. J. D. Joy, director and general manager of 
Appleby-Frodingham, indicated much interest in the 
Analysts’ questions and correctly presumed that it was 
largely upon the basis of such questions that Analysts 
judge a company and its management. This obviously 
pleased Mr. Joy; and the writer (while not a Financial 
Analyst, per se) would judge that the reaction of his 
five accompanying Analysts to United Steel Companies 
Limited was extremely favorable. 


HOOGOVENS REVISITED 


In Amsterdam, a group of approximately 23 Finan- 
cial Analysts visited Koninklijke Nederlandsche Hoo- 
govens en Staalfabrieken N.V. and Breedbank N.V., 
IJmuiden, Netherlands (the Royal Netherlands Blast 
Furnaces and Steelworks and affiliated companies). 
1959 the Analysts made their first visit here. Comment- 
ing on this, Prof. Dr. J. F. Ten Doesschate, a company 
director, said in part: 


“In 1959 there was a list of suggestions sent to the 
companies The New York Society visited in order to 
give them an idea about the information which was of 
interest to the Analysts. I have used this list as a basis 
for my speech today in the hope that what I shall tell 
you will be what you want to hear. 

“The two principal raw materials needed to manu- 
facture pig iron are iron ore and coal. There are few 
places in the world where both these materials are to be 
found close to each other and in the past therefore steel 
plants have been situated as near as possible to the 
source of these raw materials. At the beginning of the 
century in Holland there were only limited supplies of 
coal from the State Mines and there was no iron ore at 
all. However, there were various factors which led us 
to believe at that time that the creation of an integrated 
steel plant would be economically possible. 

“In the first place the major part of the iron ore used 


‘PREMIERE ETAGE’ EIFFEL TOWER 


A highlight in a high place was the reception held 
by Model, Roland & Stone S.A. many feet above the 
Parisian sidewalks in the famed Eiffel Tower. All 
Financial Analysts and wives were in attendance, in 
addition to representatives of the French Government, 
press, and industrialists. Heading the French Govern- 
ment delegation was M. Andre de Lattre, director in 
the Cabinet of the Minister of Finance. Also present 
were members of The Paris Society of Financial 
Analysts. Pierre Feuchtwanger, general manager of 
Model’s Paris office arranged the reception. 
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ON STEPS OF OESTERREICHISCHE LAENDER- 
BANK, Vienna. John Lowell, president of The Boston 
Security Analysts, left, is shown talking with (left to 
right) Oskar Henisch, president of The Vienna Stock 
Exchange; Dr. Josef Koliander, member of the Managing 
Board of Oesterreichische; and J. Marion Engler of 
The St. Louis Society of Financial Analysts. 


in Germany’s steel centre the Ruhr was imported via 
Rotterdam and we realized that by setting up a steel 
plant on the coast a considerable saving in transport 
costs could be achieved. Secondly there was competi- 
tion developing among the countries from which we 
imported our coal to capture the Dutch market and 
thus we could obtain relatively cheaply the second raw 
material required for steel making. 


“Furthermore there was a growing home demand for 
steel and as far as export was concerned a coastal plant 
meant that the heavy end-products of the steel industry 
could be cheaply transported both overseas and to the 
hinterland. ... 

“As you know we belong to the European Coal and 
Steel Community and therefore are bound by the regu- 
lations laid down in the Treaty of the E.C.S.C. One of 
the basic principles of this community is a completely 
free market. This means that there is no cartel-forming 
and prices are freely set. The only obligation we have 
in this respect is that we have to publish our prices. 
You may be interested to know that last week, as a 
result of the revaluation of the Dutch guilder we lowered 
our prices to meet foreign competition. I may say that 
we regard the community as extremely valuable since it 
has enabled us to enter markets which were previously 
highly protected. 

“The European Economic Community is also of great 
importance to us since not only some of our products 
(cement and fertilizers) are covered by its tariff agree- 
ment but also because our customers and suppliers of 
equipment are subject to the provisions of the E.E.C. 
Treaty. 

“Tn this connection you may have noticed in the 
breakdown of our sales figures that only 15% of our 
plate is exported, 88% of our hot rolled product and 
65% of our cold-reduced product is exported while only 
36% of our tinplate is sold abroad. Lastly the whole of 
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our cement production is sold at home, while part of the 
fertilizer production is exported. 


“I think I have covered most of the topics suggested 
by the previous group of Financial Analysts from your 
Federation. There is one last point that must be dealt 
with. As you have seen we planned extensive expan- 
sion for our concern. You may have asked yourselves 
whether there will be room enough. Luckily we own 
about 1,500 acres of which only about one-third is at 
present used. So we foresee no difficulties on this score.” 


A half day and lunch with the management of 
M. A. N. in Augsburg (outside of Munich) proved of 
vast interest. This company is world famous as machin- 
ery manufacturers including printing presses. And here 
in a large museum is Rudolf Diesel’s original engine— 
still in running condition. Our host was Dr. A. Choin- 
owski, board chairman. 


Siemens & Halske A.G., in Munich was another com- 
pany in which the Financial Analysts indicated great 
interest. The following excerpt from Siemens’ current 
annual report gives a summarized picture of the cor- 
poration’s activities. 


Finding ourselves confronted with a great many new 
problems in research and development during the year of 
report, we proceeded to add new buildings and equipment 
to our facilities. In line with our policy of centralizing 
research work, our laboratories for inorganic and organic 
chemistry have now also been transferred to our Central 
Research Laboratory in Munich. 

Research in the field of materials resulted in establish- 
ment of new concepts with regard to ferroelectric, ferro- 
magnetic and other materials, the physics of thin layers, 
and the chemistry of special insulating materials. Elabo- 
rate studies were also devoted to solid-state physics and 
the physical laws governing low-noise amplifiers. 

Our routine development work concentrates on steadily 
extending our line of large-size systems for all branches 
of communications engineering. Parallel with this, consid- 
erable efforts are also being devoted to the development of 
microminiature electrical modules and mechanical parts 
and their application in the interest of the evolution of 
structural design. 

Extraordinarily heavy demands were made upon our 
factories. Through the extension of our Berlin, Karlsruhe 
and Munich works and the establishment of ancillary 
plants we succeeded in again expanding our production 
capacity despite the prevailing shortage of labor; new 
factories in Augsburg and Regensburg likewise contributed 
to expanding our production capacity. Cooperation with 


LONDON BANKER ANALYSES AN ANALYST 


Short of pounds? Well one of the Financial Analysts 
on the European tour strolled into a London branch of 
Bankers Trust Co., briefly explained his plight, and 
five minutes later walked out with $100 worth of Eng- 
lish pounds — without showing his passport and/or 
other identification. 

Later, when a U. S. draft showed up at the same 
bank, and after the Analyst collected the remainder, 
he asked the banker “how come such swift service 
without proper identification?” “Oh,” said the Eng- 
lishman, “everybody knows the U. S. Financial Ana- 
lysts are in town.” 
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‘STRIPE’ = ‘SIGNAL’ 


Indicative of the trouble all international companies 
have — when marketing their products — was empha- 
sized by Unilever N.V., at Rotterdam. It seems that 
the toothpaste which is known in the United States 
as “Stripe” is, because of copyright laws, marketed 
throughout Europe as “Signal”—according to A. W. J. 
Caron, Unilever’s Coordinating Director. Unilever is 
the world’s sixth largest company. 
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our designing offices resulted in notable successes in ration- 
alization through the introduction of new construction 
principles economizing both in space and weight. 

Production is proceeding according to schedule at the 
factories we installed in recent years in Argentina and 
Brazil. The efficiency standards of our personnel are stead- 
ily improving. The training courses organized at our fac- 
tories, to which we have long devoted particular attention, 
are continually proving to be a key factor in production. 
Competitions for accident-free work were conducted at all 
our factories with most rewarding results. 

The expanding volume of business of our Telegraph and 
Signaling Division was due in large measure to progress 
in engineering which has secured a broader market for our 
products. 


The Analysts on the “southern tour” will also kindly 
remember Siemens for gift record albums of Die Fleder- 
maus and Don Giovanni. In addition, Siemens was host 
at the Munich Opera where Die Fledermaus was being 
presented. 

And while on the subject of Opera, the “southern” 
Analysts were again opera guests in Vienna where they 
saw Aida at the Vienna State Opera House. Members 
of The Council of the Vienna Stock Exchange were our 
hosts. The Association of Austrian Banks and Bankers 
transported all Analysts and wives, one evening, to the 
Vienna Woods for “tasting of the new wine.” (P.S. It 
had melodic overtones! ). 


The historic significance of this, our second Euro- 
pean Business Conference Trip, came (to this writer) 
during personal conversations with Robert Allan, a 
Member of Parliament, and editors of The Times, 
London. 

It was not so much the observations these English- 
men made, as the very fact that they were more than 
willing to talk with us. Financial analysis—in London 
as throughout most of the other European cities—has 
already attained significant stature. And in a sense we, 
the U. S. Financial Analysts, were basking in the glory 
which our European breathren have attained. 

For it was often they who opened the doors all over 
Europe. And it’s now certain that members of both 
European Governments and European industrial organ- 
izations alike are ready and able (though methods of 
reporting differ somewhat from the U. S.) to discuss the 
financial and political significance of their operations 
with Analysts. 

And so as the world becomes geographically smaller, 
the stature of Analysts becomes financially greater. 
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Texaco in Trinidad is a big investment in the development of oil—and individuals. 
A visitor to this lovely, lively island will see thousands of Trinidadians at work where 
once such opportunity did not exist. He will see boys, 16 to 20, enrolled in Texaco 
training courses, continuing as on-the-job-with-pay apprentices. Students showing 
unusual aptitudes are awarded Texaco scholarships for university study. For all, it 
is a dream of success and security come true. Texaco in Trinidad is creating 
new futures for the people, sound growth for the economy of the island. Ache 
TEXACO: SYMBOL OF WORLD-WIDE PROGRESS THROUGH PETROLEUM \A 


Future Growth Rate Satisfactory 


European Businessmen See Free Enterprise Secure 


THINKING IN broad overall terms, 
I would say that apart from the 
itinerary, there was a significant dif- 
ference in my impressions on the 
recent trip of Financial Analysts to 
Europe as compared with the first 
trip in April, 1959. These impres- 
sions came largely not from words 
spoken directly on a particular sub- 
ject in many cases, but rather, from 
piecing together fragments of the 
many different conversations held 
with the executives of the various 
companies visited. 

For example, a word which re- 
curred repeatedly throughout dis- 
cussions, which hardly appeared in 
my recollection of the first trip, was 
“rationalization.” Indeed, the very 
use of this word to describe what is 
a very common phenomena to the 
American Financial Analyst is in- 
dicative of the slight yet significant 
difference with which the European 
businessman approaches his prob- 
lems as compared with his American 
counterpart. Rationalization broad- 
ly refers to modernization of exist- 
ing equipment, particularly as it 
concerns increasing mechanization 
and installation of equipment using 
automated processes. In a still 
broader sense, it also refers to 
changes in the corporate and man- 
agement structure for facilitating 
‘efficiency. 

Obviously, rationalization is being 
conducted in Europe particularly in 
the industries which participate in 
the heavy capital goods sector. It is 
also taking place in other durable 
goods areas but its impact appar- 
ently, at the present time at least, is 
less evident. The very fact that 
rationalization recurs so often in a 
European’s thinking, and is very 
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much an integral part of the long 
term program, is indicative of still 
another factor with which I was im- 
pressed. To put it bluntly, the Euro- 
pean economy is no longer, in my 
opinion, dependent upon the United 
States in the same sense as it was 
about two to five years ago. That is, 
the degree of technical capability 
and know-how has progressed at an 
amazing rate to the point where the 
factor of labor costs to which so 
many analysts have pointed to as the 
reason for competition offered by 
European concerns to American 
companies, is in truth not as signifi- 
cant as it was. 

Curiously, the European labor 
cost is not the factor which the 
European claims as the basic reason 
although he does acknowledge it has 
some bearing. Rather, it seems to 
me, it is the rapidly developing cap- 
ital efficiency which is by far the 
more important. Indeed, as the use 
of capital, particularly more efficient 
capital equipment, increases the im- 
portance of the labor factor almost 
of necessity begins to decline. While 
I was not able to obtain figures suffi- 
ciently exact to sustain this as a 
full-fledged judgment, I would say 


certainly, that the competition in 
foreign trade offered by the Euro- 
pean will come on the basis of a 
closer equality and, in some cases, 
an even greater efficiency with 
American productive ability. 


Common Market and Outer Seven 


To this must be added another 
factor. During the course of our 
trip, we conducted many conversa- 
tions and discussions concerning the 
relationship of the European eco- 
nomic community with the Euro- 
pean free trade area or the Common 
Market and the Outer Seven, as they 
are more generally known. Indeed, 
we had specific addresses delivered 
on just this subject. It is impressive 
that virtually all Europeans seem 
convinced that the Common Market 
and the Efta will come together as 
a single unit in what can only be 
called the relatively near future. The 
general feeling appears to be that 
France holds the key to the solution 
of this problem. More important, 
however, in this regard is the appar- 
ently strong feeling of the European 
businessman that these two trading 
units must come together. Indeed, 
the European businessman is al- 


IN GOTHENBURG, SWEDEN—Inge A. Stenberg, executive vice-president, center, 
is shown flanked by Financial Analysts who went on the “northern” leg of the Euro- 
pean Business Conference Trip. Walter P. Stern, trip group leader, is third from left. 
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Excerpts: 


The year 1960 was one of the most eventful 
in the Company’s history. 

New highs were established for sales of 
gas and electricity, operating revenues, and 
net earnings. The rate of customer growth 
fell only slightly below that of the previous 
year. For the second successive year our 
sales of electricity exceeded those of any 
other operating electric utility in the 
country. 

Net earnings for the common stock 
established a new high, equivalent to $4.14 
a share compared with $3.70 in the previ- 
ous year. Part of this improvement re- 
sulted from colder weather in 1960 which 
substantially increased the demand for 
space heating. There was no change in the 
number of common shares outstanding. 

= = = 

In a year filled with a number of im- 
portant developments, perhaps the most 
notable was the receipt in August of the 
last governmental authorization required 
for construction of the Alberta-California 
project. This 1,400-mile, $300 million natu- 
ral gas pipeline is expected to be completed 
in late 1961. Construction began in October, 
climaxing a four-year effort by the Com- 
pany to obtain access to the natural gas 
reserves of Western Canada. The successful 
outcome is of great significance to the future 
growth of the California economy and to 
the long-range outlook for the Company. 


Construction expenditures amounted to 
$173 million in 1960. These are expected to 
rise to approximately $230 million in 1961. 
The major portion of the increase will be 
attributable to expenditures for the Cali- 
fornia section of the Alberta-California 
project. 
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Oncé predominantly hydro in its electric 
resources, the Company now relies princi- 
pally on thermal sources of power. In the 
past year we placed in operation or com- 
menced construction on three different 
types of thermal generating facilities. At 
Pittsburg Power Plant we completed a 
330,000-kilowatt conventional steam unit 
which is twice the size of the largest units 
previously installed on our system. Like 
three of similar size that are under con- 
struction, this unit uses either oil or natu- 
ral gas for fuel. 

The Geysers Power Plant, which we also 
placed in operation in 1960, is America’s 
first electric power generating station uti- 
lizing natural steam from the earth. Al- 
though not of major size, it has attracted 
considerable attention as a possible fore- 
runner of other similar plants. 

Nuclear energy holds much promise as a 
future economic source of electric power. 
The Company has been extremely active 
in this field since 1951. Late in 1960 we 
received final approval from the Atomic 
Energy Commission to construct a 60,000- 
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Work siarts on 1400 mile pipe line to 
bring much-needed Canadian natural gas to 
Northern California. Project is scheduled 
for completion by the end of 1961. 
California section of the line 
is estimated to cosi $58,000,000. 
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kilowatt nuclear unit at our steam plant 
near Eureka. Construction of this unit is 
now under way, to be completed in 1962. 
The power produced is expected to be- 
come competitive in cost with power from 
conventional sources in the Eureka area 
after about three years’ operation. We are 
continuing our studies looking to the con- 
struction of a large-scale nuclear plant in 
the San Francisco Bay area. 

Although relying increasingly on thermal 
power, we are continuing to construct 
hydro facilities. Additions to our hydro- 
electric generating capacity under con- 
struction include a 42,000-kilowatt plant 
on the Kings River which will be completed 
in 1962, and replacement of the old DeSabla 
and Stanislaus Powerhouses with modern 
plants which will increase their capacity by 
47,500 kilowatts. 

= sel = 

The change in our National Administra- 
tion which occurred on January 20 is of 
great importance to all Americans. Un- 
doubtedly the new Administration’s major 
efforts must be directed toward maintain- 
ing our country’s position of world leader- 
ship and toward keeping us militarily 
strong as a deterrent to potential aggres- 
sors. Neither of these objectives can be 
assured, however, unless we maintain a 
strong economy at home. Essential to a 
strong domestic economy Is a progressive 
and financially strong utility industry. 


Chairman of the Board 


President 


PACIFIC GAS and ELECTRIC COMPANY 


245 MARKET STREET, SAN FRANCISCO 6, CALIFORNIA 


Fer added information on this essential company write K. C. Christensen, Vice President and Treasurer, 245 Market St, San Francisco 6, for PG. & E's 1960 Annual Report. 


Aerospace Components 


Machine Tools 
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Packaging Machines 5 major product areas 


Industrial Equipment 


| 
| 


Comparative Statements of Income 


Net Sales 
Net Earnings before Taxes 


? $81,627,386 
4,094,574 : 7,619,392 
2,109,200 : 3,866,220 Duce 


Income Taxes per Share 
Net Earnings after Taxes 
Earnings per Share 


; 
Income Taxes : 
Shares Outstanding : 


(a) Based on shares outstanding at end of year. 


SUNDSTRAND CORPORATION 


A report on 1960 


Sundstrand’s research and product diversification 
continued on a substantial scale in 1960. Additional 
lines are under constant development to maintain 

and expand the activities throughout the company. Prior 
development and acquisition of new products helped 
sustain sales volume for the year at $73,176,174. 

During 1960 we secured contracts on a number of 
Aviation Division programs which will go into production 
in 1961. The development work and progress which 
we have made with numerically controlled machinery 
should produce a significant volume of new orders. A 
consolidation of foreign holdings should be of major 
benefit to the company. : 

Net earnings were $1,985,374, compared with 
$3,753,172 the year before. In common with general 
industrial activity, we are feeling the effects of the 
downward trend. However, measures to reduce costs and 
control expenditures have improved our earnings outlook 
and we are confident that over a period of time 


we will continue to grow as in the past. 


1960 1959 


: $73,176,174 


2.43 
SHebily py 

2.36(a) 
1,592,295 


1.30 
1,985,374: 

1.23(a) 
1,619,760 


President 


ROCKFORD, ILLINOIS 


Copies of our 1960 Annual Report 
are available upon request. Address 
Sundstrand Corporation, Rockford, Illinois 


ready thinking of Europe as a ho- 
mogeneous market, similar in its 
basic respect to the homogeneity of 
the American market. Thus, almost 
always they pointed to the 160 mil- 
lion people of the European area as 
representing their potential market 
and compared the prospects for 
their company in the light of this 
market to that offered by the Amer- 
ican market of 180 million people. 
Interestingly, the element of popula- 
tion growth did not enter into the 
discussions anywhere near as often 
as is the case when contemplating 
the American market but rather, it 
was the joining together of all these 
countries into a uniform market 
which held the fascination of the 
European businessman. 


Businessmen Confident 


It is also obvious that the Euro- 
pean businessman is operating in a 
social and economic framework dif- 
ferent from the United States, par- 
ticularly in terms of its stresses and 
strains. The identification, for ex- 
ample, of a national with his own 
country was never far below the 
surface in any discussion, as well as 
the problem of the difference in the 
approach of the more liberal poli- 
tical parties compared with the ap- 
proach of the more conservative. 
While the differences between the 
two groups of political thought ap- 
pear to the American to represent 
a very sharp cleavage, the European 
businessman seemed confident that 
business enterprise of a private na- 
ture, as it exists today, could con- 
tinue to function very well no matter 
which party was in power. This, of 
course, varied from country to coun- 
try and certainly could not be gene- 
ralized except to say that the belief 
and faith of the average European 
businessman in private enterprise as 
a means of doing business seemed 
serene and confident. 


Well Suited Tax Structure 


One of the most striking impres- 
sions which I obtained concerned 
what I can only call an intelligent 
tax structure suited particularly to 
the expansion of capital equipment. 
In virtually every country, while the 
taxation rate on business income ap- 
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pears to be equal to ours, and as 
always, the businessman bemoans 
the burden he must carry, the spe- 
cial provisions available in the na- 
ture of depreciation and similar 
allowances related to new plant and 
equipment expenditures are most 
striking. I believe, in fact, that the 
Kennedy Administration could well 
study the European tax structure as 
it relates to business capital expen- 
ditures and take a page from their 
book if the announced policies of 
encouraging growth and expansion 
are to be implemented. The Euro- 
pean businessman can, for example, 
take in one year as a credit, taxes 
paid in the previous year and does 
depreciate his plant on a much more 
rapid basis in many cases than we 
do. I even heard one instance where 
a plant was completely depreciated 
in the same year in which it was 
constructed. The result is that the 
effective tax rate is significantly be- 
low the indicated rate and very con- 
ducive to the expansion of plant 
facilities. This tax structure derived 
from the efforts of the European 
governments to rebuild their facili- 
ties shattered by World War II. 


Capital Facilities Sound 


I believe that the testimonial to 
the success of these tax policies, 
which continue in large measure to- 
day, is given by the obviously sound 
condition of European capital fa- 
cilities and the aggressiveness with 
which the European businessman is 
expanding. I am sure that detailed 
study of these structures can only 
lead to the conclusion that the 
growth of the American economy 
would be materially speeded should 
similar tax programs be established 
here. Of course, the job of the 
analyst is complicated by the neces- 
sity of having to understand this tax 
structure and making adjustments to 
the income statements and balance 
sheets, as they are given, for the 
effect on earnings of the various al- 
lowances and reserves which com- 
panies can and do take. 

To sum up my more general im- 
pressions, I would say that the con- 
dition of the European economy is 
quite good, although I did not have 
the feeling of a booming economy 


as we know it, but rather, of one 
which looks confidently to the future 
and which is now growing at a com- 
pletely satisfactory rate so far as the 
European businessman is concerned. 
In all the countries political stability 
as related to the climate for free 
enterprise systems appeared secure. 


Belgium Bank Stocks 


Highlighting some of the coun- 
tries which we visited, I was rather 
impressed in Belgium with the fact 
that the banking structure is ma- 
terially different than that of the 
United States in that the banks are 
significantly involved in the manage- 
ment of companies. In this respect, 
they may almost be classified as 
management companies. The ad- 
vantage of this, at least from the 
European point of view, is the access 
to funds and financial talent which 
the company enjoys due to its close 
relationship with the bank. It was 
also impressive that the bank stocks 
in Belgium represent really a form 
of diversified commitment in indus- 
try in Belgium. For example, the 
roster of companies in which the 
Societe Generale De Belgique is in- 
terested ranges from heavy indus- 
tries into the consumer area. Indeed, 
the banks played a large part in Bel- 
gium in arranging the visits with the 
various companies which formed 
our program. 

It was interesting to sit at a meet- 
ing with one of the companies, 
namely, Cementiers et Briqueteries 
and hear the company’s managing 
director candidly set forth that the 
company was part of a cartel in the 
European area. He pointed out that 
cement production capability in the 
European area comfortably exceed- 
ed demand although the demand 
was growing at a rate of 2% to 3% 
annually. The management under- 
took to diversify geographically, as 
they put it, in order to offset this 
condition in Europe and to enhance 
their earning power. As a result, 
this company had taken stock inter- 
ests in Canadian companies and was 
considering the American market as 
well as South America. It seemed to 
me that considering the activities in 
Europe would provide a cash flow, 
the plans of the company for expan- 


THE FINANCIAL ANALYSTS JOURNAL 


sion abroad commanded attention to 
this particular issue. 

As a general point, the bank 
stocks in Belgium, which appear 
generally to be selling at a price giv- 
ing a discount of about 25% from 
portfolio values, appear to be inter- 
esting vehicles for the more conser- 
vative investors. For the much more 
speculatively inclined, our visit to 
Union Miniere was of considerable 
interest. In the case of the banks, 
virtually all commitments in the 
Congo have been written down very 
substantially and should they lose all 
commitments in the Congo, the ef- 
fect would be very slight so far as 
asset value was concerned. Union 
Miniere, on the other hand, pointed 
out that they had not lost one single 
pound of production since the 
Congo became an independent state. 
While they would not say in so many 
words, it appears they were of the 
opinion that this record would hold. 
Obviously, the risks are very great 
and I would say that despite its al- 
ready substantial drop in price only 
those who are well prepared to take 
very considerable risks should con- 
sider this stock. 


German Economy Cautious 


The overall impression given by 
the German economy is that while 
operations are still at a high level, 
for example, steel companies are 
running above 90% of capacity, the 
economy is beginning to taper off 
slightly. It is difficult to see this in 
exact terms so far as numbers are 
concerned, but in putting together 
estimates by different companies, it 
seems evident that they are slowing 
down or at least generating a more 
cautious attitude. August Thyssen- 
Hutte continues as always to be im- 
pressive, particularly when one con- 
siders the tremendous job of re- 
building accomplished by the Ger- 
man industry since the war. This 
holds for Bayer as well as Mannes- 
mann and Rheinische Stahlwerke to 
mention just a few. Bayer is work- 
ing actively in many directions en- 
couraged by its aggressive research 
program. I have no doubt that from 
the long term point of view, this 
company continues to have merit. 


Our visits to Rheinische Stahl- 
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Virginia Electric and Power Company 


IDB ~H.9S 1960-21.86 
EARHINGS PER SHARE OF COMMON STOCK 


Behind the story of Vepco’s continuing progress... 
Growth—in number of customers and customer usage. 
Economy & Efficiency—watchwords of Vepco management. 
They add up to increased earnings for shareowners. Better 


service for customers... at reasonable rates. 
Another year of progress at Vepco. 


For your copy of our 1960 Annual Report please write to: 
The Secretary, Virginia Electric and Power Company 


1960 HIGHLIGHTS 


Increase 


see over 1959 


Property and Plant $718,000,000 $53,000,000 
Operating Revenues 160,588,000 9,732,000 
Balance for Common Stock 27,720,000 2,328,000 
Earnings per share $1.86 $.16 


Customers—Electric 761,700 18,600 

Gas 100,800 3,300 
Electric Sales—thousands of kwh 8,110,000 607,000 
Service Area Peak Load—kw 1,772,000 155,000 
Gas Sales—thousands of cubic feet 7,874,000 907,000 


VIRGINIA ELECTRIC AND POWER COMPANY 


7th and Franklin Streets, Richmond, Virginia 


werke and Mannesmann were new 
in that these companies were not on 
the previous agenda. I must say first, 
as a general note, that in the case of 
all German companies, it was most 
impressive that they were so willing 
to speak freely of their operations 
concerning the details of profit con- 
tribution and projected plans. As 
always, and as in the case of all the 
European businessmen, the projec- 
tion of earnings is not forthcoming 
but significantly, the amount of in- 
formation willingly given compares 
very favorably with virtually most 
any American company. 

Mannesmann, which is a heavy 
industry firm, was most impressive 
in terms of the range of its activities 
and the aggressive concepts of man- 
agement as far as seeking business. 
The managing director pointed with 
pride to a new member of the board 
of directors who would be regarded 
as young even by American stand- 
ards. This was part of a policy, he 
pointed out, of bringing in new 
young people. Prospects for the 
company, while keyed, of course, to 
the outlook for the heavy industry, 
appeared to me to be rather good 
and the shares would merit attention 
of investors. 

Rheinische Stahlwerke or Rhein- 
stahl as it is more commonly known, 
was also very impressive. Unfortu- 
nately, time ran out on us and the 
visit was shorter than would have 
been desirable. Again, the company 
was fully prepared to meet any and 
all questions. The area of statistical 
data prepared for our visit was ex- 
cellent and a clear delineation of the 
company’s position. While the com- 
pany has been losing its share of the 
market in certain areas such as coal, 
its interests and activities in manu- 
factured and processed goods has 
been increasing quite nicely. The 
range of production of Rheinstahl 
was very interesting and gives the 
company participation in areas with 
considerable potential. I frankly had 
not run across the company except 
very casually, but not being a spe- 
icalist in foreign securities, this is 
not necessarily unexpected. To that 
extent, however, viewing the Rhein- 
stahl figures and listening to the 
management was quite an experi- 
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ence. I believe that the shares also 
are well worth consideration. 


Excellent Opportunities Available 


To sum up, the German econ- 
omy, although it may be slowing 
somewhat, is peopled by companies 
which are characteristically well 
managed in terms of relative effi- 
ciency and aggressive willingness to 
do business. I believe the area con- 
tinues to afford excellent opportuni- 
ties. The report of the Deutsche 
Bank was very good and reflective 
of this bank’s broad and continuing 
interest in the German economy. 
Certainly, those who are inclined to- 
ward the financial institution type 
of investment should consider this 
issue. 

I would also add that this trip to 
Europe was highly successful both 
in terms of the detailed discussions 
which the companies delivered and 
their willingness to answer the many 
questions posed by the Analysts. It 


for thermal and 


was, I think, most far-reaching in 
the overall impressions which were 
conveyed and in the awareness that 
the European area of investment, 
while showing abnormalities in price 
related to concentration of funds by 
foreign investors on specific issues, 
still affords many opportunities for 
the discerning investor who is will- 
ing to search patiently and buy 
longer term values. 


UNION 
CARBIDE 


A quarterly dividend of ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable June 1, 1961 
to stockholders of record at the close 
of business May 5, 1961. 


Joun F. SHANKLIN 
Secretary and Treasurer 
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In 1960, new highs were attained in net income, sales, 
rentals, dividends, unfilled orders at year end, employ- 
ment, capital investment, and product development 
expenditures. 

1960 net income up 21%— $24,104,000 compared with 
$19,888,000 for 1959. 

1960 gross revenues up 23% — including a 19 per cent 
increase in rental income to $69,233,000— another new 
high. Total revenues: $361,985,000. 

Dividends increased—after dividends on preferred stock, 
earnings amounted to $3.06 per common share compared 
with $2.55 in 1959 when 136,297 fewer shares were out- 
standing. 1960 was AMF’s 34th consecutive year of divi- 
dend payments on common stock and the fifth that the 
dividend has been increased. 

Backlog up 20% — at year end, the unfilled order backlog 
was $191,387,000— 20 per cent higher than in 1959. Not 
included, is AMF’s substantial minimum rental income 
from Automatic Pinspotters and other leased machinery. 


AMERICAN MACHINE & FOUNDRY COMPANY 


Leisure-time Products for the Consumer... 
Creators and Producers of Atomic and Electromechanical 
Equipment for Industry and Defense 


AMF 


sets 
new 
record 


highs 


in 60th year 


Other highlights — in 1960, a record number of AMF 
Automatic Pinspotters was installed — overseas opera- 
tions were expanded — promising new acquisitions were 
made — leisure-time products were added — government 
business increased—AMF employment increased to 
18,500 persons at year end, another record. 

These are the highlights. We will be pleased to send 
you a copy of the 1960 AMF Annual Report which details 
these and many others. 
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Basic as bread... is the role of electronic instrumentation in human progress. 
And often, as close to home @ Here, a food processor relies upon a Beckman oxygen 
analyzer to guarantee the freshness and flavor of orange juice. There, using ultracentri- 
fuge, electrophoresis apparatus and chromatograph, immunochemists isolate ragweed 
allergens in the fight to control hay fever. Farther afield, a Beckman high temperature 
ceramic potentiometer helps launch and guide a missile @ Everywhere, in the pursuit of 
quality, the quest for a cure, the maintenance of leadership—Beckman is part of the 
plan. And wherever they are—in the laboratory, in the factory or in space—Beckman com- 


ponents, instruments and systems are basic @ They are the things on which Beckman 


builds its success...upon which users of Beckman products build theirs. 
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Shareholder Interest in Europe Growing 


‘ THE RECOGNITION of a world-wide 
trend toward varying degrees of in- 
flation has heightened share-holder 
interest in Europe’s natural resource 
stocks. As a consequence, some em- 
phasis was placed on such compa- 
nies during the Financial Analyst 
trip abroad. The undoubted high- 
light of this phase of the program 
was the meeting held in The Hague 
with the top management team of 
Royal Dutch-Shell Group. On hand 
to outline the Group’s activities and 
to survey the world petroleum out- 
look was the following impressive 
array of managerial talent: 


J. H. Loudon, President & Managing 
Director; L. E. J. Brouwer, Managing 
Director; G. B. Huiskamp, Finance 
Coordinator; P. P. Escoffier, Market- 
ing Coordinator; J. C. Fitzgerald, Re- 
gional Coordinator, Europe & North 
Africa; W. F. Mitchell, Director of 
Chemical Division; C. S. Hadfield, Con- 
troller, Shell Transport; D. deBruyne, 
Finance Manager, Royal Dutch; R. H. 
vonNierop, Coordinator, Exploration 
& Production; D. A. Glen, Oil Supply 
& Planning; W. Wieringa, General 
Counsel; and A. J. W. S. Leonard, 
Budget & Financial Statistics. 


In addition, Mr. J. H. French, 
Vice President of Asiatic Petroleum 
(and the New York resident contact 
man for the Group) had flown over 
to be present for the occasion. 

After an analysis of the prospects 
for Royal Dutch-Shell by Mr. Lou- 
don and Mr. Brouwer and _ their 
staff, the meeting was opened to 
questions from the floor. While the 
topics propounded were sometimes 
quite direct, the answers were forth- 
right and informative. The Analysts 
were left with the general impression 
that while the international oil busi- 
ness, in common with most world- 
wide enterprises in this day and age 
is subject to more than normal un- 
certainties, the future may be re- 
garded with cautious optimism. 
Royal Dutch-Shell has an able, ag- 
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gressive and farsighted management 
that can be counted upon to keep 
the company in the very forefront of 
the world oil industry. 


The meeting was then adjourned 
to the Group’s spacious Research 
Laboratories in Amsterdam where, 
after a buffet lunch with the Staff, 
inspections were made of the im- 
pressive scientific and research effort 
being conducted toward the end of 
improving old techniques and per- 
fecting new ones and upgrading and 
developing the product line. 


Incidentally, the ladies of the 
party are still talking about the de- 
lightful day spent among the beauti- 
ful canals and eye-catching floral 
displays of the Netherlands at tulip 
time. Royal Dutch and Hoogovens 
acted as joint hosts for the excur- 
sion. 


Rio Tinto Meeting 


A second facet of the natural re- 
source picture was underscored in 
an extremely interesting meeting 
held with officials of The Rio Tinto 
Company, Ltd. at their headquarters 
in Barrington House, London. Our 
hosts included: 


Mr. J. N. V. Duncan, Managing Di- 
rector; Sir Mark Turner, Finance 
Director; Mr. Hugh Saunders, Deputy 
Managing Director; Mr. Frank Byers, 
Deputy Managing Director; Mr. P. H. 
Truscott, Company Secretary & Lon- 
don Manager; Mr. J. R. Robinson, 
Company Treasurer; Mr. R. F. St. G. 
Lethbridge, Head of Technical Divi- 
sion; Mr. J. McGilchrist, Assistant 
Company Secretary & Head of Secre- 
tarial Department; Mr. J. D. Peek- 
Briggs, Chief Accountant; Mr. J. A. 
Clay, Economie Adviser; Mr. P. J. G. 
Elwes, Assistant to Treasurer; and 
Mr. P. A. Spanoghe, Head of Staff and 
Public Relations Section. 


With an inspired foresight as to 
the way the political winds were 
blowing around this troubled globe, 
the Rio Tinto management long ago 
decided that geographical and re- 
source diversification was prudent. 
Consequently, in 1954, a major in- 


Donald H. Randell of the New York 
Society of Security Analysts, left, is 
shown talking with Dr. Hans Hacker, 


economist for the Oesterreichische 
Laenderbank in Vienna. 


terest in their fabulous Spanish cop- 
per and sulphur properties was sold. 
The proceeds have been parcelled 
out into uranium, copper, oil, iron, 
silver, gold and even gem emeralds, 
in areas throughout Africa, Aus- 
tralia, Canada, South America and 
even the United States. While Rio 
Tinto’s oil interests were recently 
exchanged for a block of shares in 
growth-oriented British Petroleum 
Company, the management is exam- 
ining possible link-ups with major 
American companies on thorium ex- 
traction plants, on beryllium opera- 
tions and with some Japanese part- 
ners in African copper and Brazilian 
iron. 

While Rio Tinto has been ham- 
pered of late by the cutback in the 
demand for uranium, the expected 
shrinkage of the current excess of 
fossil fuels hints at a brighter long 
term future for this very able group 
of managerial, metallurgical and 
geological talents. 

A striking indication of the vast 
proximity of history to posterity is 
offered in a trip to Rio Tinto’s Board 
Room where yesterday’s Roman 
statuette, fashioned a score of cen- 
turies ago from Spanish copper, 
stands guard over a tray of gleaming 
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emeralds that are just now coming 
from the lapidary’s bench. 


Vickers Group 


A somewhat different approach 
to the investment of funds in pro- 
ductive enterprise was evidenced by 
the industrial colossus known as the 
Vickers Group. The rare genius of 
this tremendously successful team 
has been attested to over the years 
by the pre-eminence of the position 
held in the aircraft, shipbuilding, en- 
gineering, construction, steel, alumi- 
num and enumerable other fields. 
From the war famous Spitfire 
through the revolutionary Viscount 
turboprop to the VC10 now on the 
drawing boards, Vickers has been 
known for its skill in aircraft. Less 
well-known in the United States is 
its long history of excellence in ship- 
building which led to its selection as 
the British partner of General Dy- 
namics’ Electric Boat Company, in 
the construction of nuclear sub- 
marines to share in the defense of 
the free world. 


At a management conference held 
for the visiting Financial Analysts 
by Viscount Knollys (Chairman of 
Vickers, Ltd.) Major General Sir 
Charles Dunphie, Managing Direc- 
tor; Sir Leslie Rowan, Director of 
Finance; and Mr. W. D. Opher, 
Director and General Manager, the 
Vickers policies were expounded. 
The philosophy of decentralized 
control seemingly works with maxi- 
mum effectiveness in the overall 
guidance of this far-flung industrial 
empire. 

Of particular specialized interest 
to the Analysts was the mention 
made of the four fields that had been 
selected by the company as offering 
maximum attractiveness in their 
plans to expand corporate diversifi- 
cation. 

The areas cited were: (1) Ac- 
celerated freeze drying; (2) Hover- 
craft; (3) Handling equipment (for 
atomic wastes, etc.) and (4) Ir- 
radiation and many of its related 
functions. 

The skill and vigor of this man- 
agement was indeed inspiring, and 
supplemented the impressions form- 
ed by those of our group who had 
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been selected to go on the field trip 
to Vickers-Armstrong at Barrow-in- 
Furness. 


After an overnight train trip 
(which in an English sleeping car, 
is somehow memorable) we were 
awakened by a porter with a wel- 
come pot of hot tea. After a cordial 
greeting from our hosts in Barrow- 
in-Furness, we all embarked on an 
extensive but thorough inspection 
journey through the yards where 
ships were being built or repaired 
for customers around the world. 
While nuclear submarine work was 
underway, security provisions pre- 
cluded personal examination of the 
construction, but the business-like 
atmosphere of the entire operation 
was much in evidence. 


A general discussion of Vickers- 
Armstrong (Engineers, Ltd. and 
Shipbuilders Ltd.) was conducted 
by Mr. Arthur Storey and Mr. 
Leonard Redshaw, the respective 
Directors and General Managers of 
the two companies at a most enjoy- 
able luncheon. It was particularly 
gratifying to hear from our British 
friends how highly they valued the 
technical knowledge and the all-out 
cooperation offered them by our 
own Electric Boat Company of 
Groton, Connecticut, once Vickers 
had been selected to assume part of 
the job of building up the free 
world’s nuclear fleet. 

The afternoon was devoted to an 
explanation, in the plants, of the 
work being done by the engineering 


Miss Magda H. M. van Mil, co-director 
of Research for Labouchere & V., Am- 
sterdam, is shown with four other Dutch 
Financial Analysts. They are, from left 
to right, J. E. Verwayen of De Twentsche 
Bank; G. L. Fock and J. De. Jongh both 
of Nederlandsche Handel-Maatschappij, 
N. V.; and W. Van De Wardt, Hope 
and Company. 


group with special emphasis on the 
program underway for the manufac- 
ture and testing of diesel engines. 
The high calibre of the product 
being turned out, the obvious skill 
and good morale of the workmen, 
and above all, the visible evidence 
of the managerial talent that is the 
prerequisite to the setting up and 
supervision of such plants was most 
assuring to those of us who are con- 
scious of the challenge in the world 
today. 


The next item on the agenda was 
a motor trip through the incredibly 
beautiful lake country that borders 
Barrow-in-Furness and a delightful 
dinner in a country inn near famous 
Lake Windermere. It was something 
of a revelation to see the after-hours 
transformation of an alert engineer- 
ing team into gracious and relaxed 
hosts. 


Messerschmitt 


A visit to the Messerschmitt plant 
in the historical city of Augsburg 
revealed a different investment phi- 
losophy than that evidenced by the 
diversification program at Vickers. 
It seems clear, however, that the 
difference is one that stems from the 
economic pattern of the companies’ 
domiciles rather than any other 
cause, despite the wartime feud be- 
tween the Spitfire and the Messer- 
schmitt 109. 


German aircraft production was 
severely curtailed by the peace treaty 
and recurrent attempts to use West 
German skills more fully in rearma- 
ment of the free world forces have 
met with many political roadblocks. 
Progress appears to be accelerating 
however, work on the Fouga-Magis- 
ter aircraft, in use by the Bundes- 
swehr, has led in turn to a contract 
for production of the Lockheed 
“Starfighter.” 


While aircraft work initially was 
limited to manufacture under li- 
cense, lately the Messerschmitt re- 
search and development team is 
swinging into action. This seems to 
be a harbinger of better things 
ahead. As one who watched the 
“brain children” of this organization 
in action, having them on our side 
is preferable. 
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The present firm is owned 51% 
by the Messerschmitt group, 2% 
administered by the Federal Repub- 
lic as a trustee, and the remainder 
owned by the Bavarian State Gov- 
ernment. While we did not meet 
Willy Messerschmitt, who was 
otherwise engaged, our hosts were 
Director Siegfried Keller and Direc- 
tor Hubert Bauer. A lengthy discus- 
sion period brought out the salient 
points of company operations and 
left no doubt that a shrewd and in- 
formed staff is at the helm of this 
rapidly re-emerging giant of the air- 
craft industry. 


Suez Canal Co. 


One of the phenomena of the in- 
vestment world has been the un- 
canny ability shown by the Suez 
Canal Company in realigning itself 
into a skilled and far-flung capital 
management team in the few short 
years since the canal nationalization 
in 1956. 

Those who experience, at first 
hand, the manifold problems of set- 
ting up a diversified portfolio of 
listed American securities alone, 
can appreciate the complications of 
scanning the world’s economic hori- 
zon in order to select a properly 
balanced group of investments. 


The enunciation of investment 
doctrines as set out by M. Michel 
Caplain, General Manager for the 
Board of Directors, afforded a clue 
as to the reasons for the success 
achieved to date by the company. 

The periscope on the world’s 
markets afforded by the company’s 
unique position, and the vast ex- 
perience in international finance ac- 
cumulated over the 100-odd years 
since the original canal concession 
was granted to Ferdinand de ‘Les- 
-seps, has been translated into effec- 
tive capital investment by a board 
which comprises on its roster a 
direct descendant of the original de 
Lesseps. 

The present Compagnie Finan- 
ciere de Suez, owns important bank- 
ing and financial interests. The bulk 
of its other assets are held through 
Societe d’Investissements Mobiliers, 
which in turn owns a diversified list 
of ‘holdings. As of the end of 1960, 
investments were scattered through- 
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out France, the United States, the 
Netherlands, the United Kingdom, 
Germany and Canada. However, 
the growth in asset value of the 
SIM shares has widely outperformed 
the composite indexes of the Paris 
Bourse, the Dow-Jones Industrials, 
and the Amsterdam and London 
Stock Exchanges. From what we 
saw of management planning for the 
future, similar results may be antici- 
pated from here on. 


Unitep States Lines 


C OMPANY 
Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a dividend of hfty cents 
($.50) per share payable June 9, 1961, 
to holders of Common Stock of record 
May 19, 1961. 

THOMAS R. CAMPBELL, Secretary 
One Broadway, New York 4, N. Y. 


1960 


Southern Natural Gas 
tops a decade of Growth 
with The Industrial Southeast 


1960 was a good year for the still-booming Industrial Southeast—and for Southern Natural Gas, 
growing along with the region. In service to our customers—in total facilities—in revenues— 
the year was our best to date. Here are some highlights of Southern Natural’s progress in the 
last ten years: 


Daily Volume of 
Operating Net Dividends Delivery Capacity Gas Sold 
Revenues Income Paid (Million Cubic Feet) (Billion Cubic Feet) 
1960 $130,986,000 $11,299,000 $9,927,000 1,365 356.47 
1955 69,326,000 8,534,000 5,807,000 990 264.11 
1950 27,136,000 5,338,000 3,344,000 506 142.04 


These results indicate a ten-year increase of about 250% in pipeline delivery capacity and volume 
of gas—nearly 300% in dividends. It is good to see this practical justification of our investment 
in The Industrial Southeast, including our recently completed expansion program, costing 
$100,000,000. 


For a complete copy of our 1960 Annual Report, write to Department AJ 


SOUTHERN NATURAL GAS COMPANY 


WATTS BUILDING, BIRMINGHAM, ALABAMA 
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PORCELAIN: 
ENAMELS 


REFRACTORY 
SPECIALTIES 


+ 


2 
2 
% 
», 
». 


“ + §- WORLD-WIDE 
PLASTIC = OPERATIONS 
STABILIZERS 
Argentina 
CERAMIC Australia 
SPECIALTIES Brazil 
Canada 
Chile 
England 
France 
Holland 
Japan 
Mexico 
South Africa 


* CONDENSED CONSOLIDATED BALANCE SHEET AS OF DECEMBER 31, 1960 


ASSETS LIABILITIES 

Cash & U. S. Securities $ 3,467,314 Current Liabilities $8,241,893 
Notes & Accounts Receivable 3,026,051 
Inventories 13,243,696 Long-Term Liabilities 
Other Current Assets 1,075,867 Due After 1961 6,831,877 

pemaab he seh ont 2 Wee Ue Other Liabilities & Reserves 927,141 
Other Assets, Including 
Investments, Property, Etc. 20,416,806 Shareholders’ Equity 31,228,823 

$47,229,734 $47,229,734 


*Annual Report Is Available on Request 


FERRO CORPORATION 


4150 EAST 56TH ST. * CLEVELAND 5, OHIO 


Financial Analysts Meet European Bankers 


(Editor’s note: The following obser- 
vations are limited to banks visited by 
the Financial Analysts on the “south- 
ern” tour). 


MEETINGS arranged by European 
bankers included a dinner given by 
the Deutsche Bank in Munich, visits 
to stock exchanges in Munich, 
Vienna, and Zurich, and meetings 
with the managements of Oester- 
reichische Laenderbank and Credit- 
anstalt Bankverein. A talk by Dr. 
Walter Kull, a director of the Swiss 
National Bank was followed by a 
question and answer period. There 
were also meetings with the manage- 
ments of Credit Suisse, Union Bank 
of Switzerland, and Swiss Bank 
Corp., and a luncheon in Lucerne 
given by the three banks. Probably 
the gayest gathering was a “heuri- 
genparty” at Stift Klosterneuburg, 
near Vienna, given by the Associa- 
tion of Austrian Banks and Bankers. 
Arrangements everywhere were on 
a generous scale and carefully 
planned. 

There were also frequent occa- 
sions to meet with men doing re- 
search, stock brokerage, and other 
functions in banks. These contacts 
were always pleasant and often pro- 
ductive of background information 
and informed opinions. 

Without attempting to give a full 
description of banking on the Con- 
tinent one might point out a few 
contrasts with banking in the United 
States. The big public banks abroad 
‘are nationwide in their operations, 
few in number, and, relative to the 
United States, larger in proportion 
to the national economy. They have 
direct memberships on the stock ex- 
changes and do an active securities 
brokerage business for their own 
account and for their clients. 


There are also a good number 
of family controlled private banks, 


some of international scope. Both 
types of banks have substantial 


equity investments and have control 
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by John Hinkle 


Chemical Bank New York Trust Co. 


or important influence in numerous 
corporations. They have solid re- 
search departments and keep in- 
formed on both company affairs and 
general economic and political de- 
velopments. The managements have 
intelligent, well-informed outlooks. 
It might be mentioned, however, 
that they were much less eager to 
draw on our knowledge than we 
were to obtain information and 
opinions from them. 

The following information and 
opinions, selected at random, were 
noted at various bank meetings. 
European shares are as high priced 
as U.S. shares except that the 
growth rate may continue at a higher 
rate there. Inadequate reporting 
abroad of income and expense items 
is partly the result of a desire not 
to show wide fluctuations in net 
earnings. Depreciation rates permit- 
ted by taxing authorities are gene- 
rous. We heard of a building written 
off in two years. Some financial and 
industrial interests in the United 
Kingdom and Austria favor joining 
the European Economic Commun- 
ity. Among the steps taken to stop 
the inflow of funds to Switzerland 


Mr. Erich Manhardt, general director 
of the Central Bank of the People’s 
Bank of Austria, left, is shown talk- 
ing on the floor of the Vienna Stock 
Exchange with John Hinkle, of New 
York’s Chemical Bank New York 
Trust Co. The People’s Bank has 
160 branches within Austria. 


are a one percent per annum charge 
for demand deposits and a ban on 
foreign investments in Swiss securi- 
ties and real estate. 

Interest rates of eight to ten per- 
cent on secured loans were men- 
tioned in Germany and Austria. The 
Austrian Government owns 60% of 
shares of Oesterreichische Laender- 
bank and Creditanstalt-Bankverein 
The former has capital and reserves 
equal to 13% of liabilities and the 
latter 18%. Vienna bankers con- 
sider Austrian industry to be in a 
much sounder financial position than 
it was between the two World Wars. 
One out of five persons employed in 
Switzerland is a foreigner not per- 
mitted to acquire citizenship. These 
workers save most of their money 
and add little to the demand for con- 
sumer goods. Nestle is the largest 
industrial concern in Switzerland. 

A few excerpts from Dr. Kull’s 
address were available just prior to 
going to press. They follow: 


“For years the Swiss economy 
has been in a state of high activity. 
Month after month, production and 
turnover figures are reaching record 
levels and incoming orders in indus- 
try exceed output. The upward im- 
pulse is being fostered by large in- 
vestments, by a lively demand for 
export goods and, thanks to the high 
purchasing power of the general 
public, by a heavy demand for con- 
sumer goods.... 

“The degree to which Switzer- 
land’s economy interlocks with that 
of other countries is even higher in 
respect of foreign trade than it is 
with regard to the labour market. 
Swiss exports, amounting in 1960 
to more than 8 billion francs, play a 
most important role in our econ- 
omy. Compared with the previous 
year, there was an increase of 860 
million or almost 12%, attributable 
in the main to a growing volume of 
exports in the engineering, chemical 
and watch industries. However, the 


91 


Mr. Ernst Matthiensen, general man- 
ager of Dresdner Bank AG, was host 


at a Munich reception. He is sta- 
tioned at Frankfurt, West Germany. 


ratio of growth in respect of imports 
is bigger still. Imports amounted to 
over 9.6 billion francs last year, the 
increase within the year being 1.4 
billion francs or 17%. Quite out- 
standing was a 30% growth in im- 
ports of raw materials bringing the 
total to about 3 billion francs, and 
this despite the fact that the prices 
for basic raw materials had shown 
a downward tendency. 


“The importation of machinery, 
instruments and apparatuses in- 
creased by roughly one quarter 
which points to great activity in 
investments. A certain shifting in 
favour of American goods was no- 
ticeable, as far as imports as a whole 
are concerned. It was with Western 
Germany that Switzerland did most 
of her trade. 29% of all our imports 
emanated from Western Germany 
who, in turn, absorbed 18% of the 
total of our exports. With regard to 
the United States, we imported from 
them goods to the value of more 
than 1 billion francs and exported to 
them goods to the value of approxi- 
mately 800 million francs. During 
the first three months of 1961, both 
imports and exports have further in- 
creased appreciably. 


“The surplus in imports, charac- 
teristic and traditional for Swiss 
foreign trade, amounted in 1960 to 
roughly 1.5 billion francs, thus ex- 
ceeding by 50% the figure of a year 
previously. The deficit of the trade 
balance, however, is being more 
than offset by receipts from the 
tourist trade, by income on capital 
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and on services, so that the balance 
of payments on current account (ex- 
cluding movements of capital and 
gold) is expected to show a surplus 
of approximately 200 - 300 million 
francs for last year... . 


“The Federal Budget is charac- 
terised by rising receipts and rising 
expenditure. For some years now, 
the budget of the Confederation has 
shown surpluses, amounting in 1960 
to not less than 715 million francs 
or 23% of total receipts. In view of 
this favourable financial position it 
is not surprising that for years there 
have been no new loan issues by the 
Confederation on the market. The 
sterilisation of these surpluses had a 
marked anti-inflationary effect... . 


“The Swiss franc is one of the 
hardest currencies in the world. 
From the international point of view 
it enjoys unqualified confidence. Just 
two figures will illustrate the strong 
position of the Swiss franc: The 
note circulation amounts to roughly 
6.4 billion francs. At the same time, 
gold holdings of the National Bank 
are at a level of roughly 9.4 billion 
francs. In other words, Swiss bank 
notes in circulation are covered by 
gold to the extent of almost 150%.” 


GARDNER 
DENWER 


108th CONSECUTIVE 
DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
stock of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable June 
1, 1961, to stockholders of rec- 
ord at the close of business 
on May 10, 1961. 


Quincy, Illinois 
April 13, 1961 


©. C. Knopheide, Jr. 
Secretary 


Analysts’ Itinerary 


(Editor’s note: While many of the 
European trips have been discussed in 
some length elsewhere in this issue, 
following is the complete list of com- 
panies visited during the 23-day visit 
of The National Federation of Finan- 
cial Analysts Societies, covering nine 
countries. It should be noted that all 
85 Financial Analysts were together 
in London and Paris. The group split 
after six days in London, one going 
‘north” and the other to the “south” 
of Europe). 


LONDON: (1) Overnight trips: 
John Summers & Sons Ltd.; Vickers 
Ltd.; Associated Electrical Industries; 
Beecham Group Ltd.; British Motor 
Corp.; Dunlop Rubber Co. Ltd.; 
Jaguar Cars, Ltd.; Tube Investments 
Ltd.; and United Steel Companies. 
Day Trips: Electrical & Musical In- 
dustries Ltd.; Imperial Tobacco; Rank 
Organization; Bowater Paper Corp.; 
International Computers & Tabula- 
tors; Marks & Spencer Ltd.; Rolls 
Royce Ltd.; Courtaulds; Great Uni- 
versal Stores; Imperial Chemical Ind.; 
Plessey Co. Ltd.; Rio Tinto; Schwep- 
pes, Ltd.; and Elliott Automation. 


Then, one group visited the follow- 
ing: 

COPENHAGEN: Danfoss; East 
Asiatic Co.; and Bing & Grondal. 
STOCKHOLM: SKF; Atlas Copco; 
Volvo; Electrolux; ASEA; and L. M. 
Ericsson. DUSSELDORF: Farben- 
fabriken Bayer; Mannesmann; Vere- 
inigte Glanzstoffwerke; August Thys- 
sen-Hutte; Demag; and Rheinische 
Stahlwerke. BRUSSELS: Cockerill 
Ougree; Union Miniere; Sofina; Petro- 
fina; A.C.E.C.; Cimenteries et Bri- 
queteries Reunies; Union Chimique; 
Vieille Montagne; Photo Gevaert; 
Papeteries de Belgique; Union Coton- 
niere; Universal (Zeebruge Glass Cy); 
Innovation; Banque Societe Generale; 
Banque de Bruxelles; Kredietbank; 
Societe Belge de Banque; and Euro- 
pean Economic Community. 


The second group, on leaving Lon- 
don, visited the following: 
AMSTERDAM: Hoogovens; Royal 
Dutch; Unilever; and Philips. 
MUNICH: Siemens-Halske; MAN; 
Messerschmitt; Krauss-Maffei; Deut- 
sche Bank; and Dresdner Bank. 
VIENNA: Oesterreichische Laen- 
derbank; Creditanstalt - Bankverein; 


Semperit - Gummiwerke; and Voes- 
lauer-Kammgarnwerke. 
ZURICH: Credit Suisse: Union 


Bank, and Swiss Bank. 

Both groups met in Paris and visited 
the following: Machine Bull; Schneid- 
er; Simca; St. Gobain; Massey-Fergu- 
son; Suez; Pechiney; Kuhlman; Air 
Liquide; and Sidelor. 
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In eight countries, 
on four continents 


A WORLD OF GROWTH IN 1960 


...and Ohio Oil grew fastest 
in Libya, North Africa 


Around the world in 1960, Ohio Oil explorers were 
probing for oil in eight countries on four 
continents. Of 510 wells drilled in exploration 
and development, 406 were productive. 


In the Libyan concessions in which the company 
holds one-third interest, it became clear 

that the Dahra Field is substantial in size... 
containing reserves large enough to warrant 
building a pipeline to the Mediterranean. 

And significant new discoveries were made. 


In the U. S., Ohio Oil’s crude oil production and 
refined products sales were at record high levels. 
Its increase in gasoline sales over 1959 was more 
than five times greater than the industry average. 


Write for your copy of Ohio Oil’s seventy-third 
annual report. You'll find this 
progress translated into barrels, 
dollars and cents. Write to 

The Secretary, Dept. J, 

The Ohio Oil Company, Findlay, Ohio. 


IN BRIEF 1960 1959 
Total Revenues $357,778,000 | $349,473,000 
Capital Expenditures 61,764,000 52,367,000 
Exploration Expense 31,010,000 31,920,000 
Net Income 39,215,000 38,633,000 


THE OHIO OIL COMPANY 


Producers + Transporters + Refiners 
Marketers of MARATHON and SPEEDWAY 79 
Petroleum Products 


NATIONAL DISTILLERS... 
expanding in polyethylene...a growth industry 


Last year American industry marketed almost 114 
billion pounds of polyethylene resins here and abroad 

. . more than 13 times the 90 million pounds sold 
only 9 years ago. National, through its U. S. Indus- 
trial Chemicals Division plants in Houston, Texas, 
and Tuscola, Ill., is a leading producer of this most- 
used plastic raw material. 

To meet increasingly varied industrial demands, 
U.S.I. tailors its PETROTHENE® polyethylene 
resins to meet specific end-use needs. Nearly 100 vari- 
ations of 36 basic low and medium density resins 
were sold last year. These found such diverse applica- 
tions as quality housewares, vegetable and fruit bags, 
lightproof photographic film packages, overwrap for 
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LIQUORS + INDUSTRIAL CHEMICALS + PLASTICS + FERTILIZER CHEMICALS + METALS 


soft goods, plastic bottles and toys. Other uses in- 
cluded automobile door liners, containers, reactor 
shielding, closures, agricultural mulch and _ grease- 
proof coating for paper and paperboard. 

The Company has announced the construction of 
a new plant for the production of high density poly- 
ethylene, the fastest growing member of the poly- 
ethylene family. 

As new markets develop in the ever-expanding 
plastic field, National will be ready to meet demand 
through its continuing research and development 
program. Growth in polyethylene is just one phase of 
the Company’s broad program of expansion in 
plastics, industrial chemicals, fertilizers and metals. 


NATIONAL DISTILLERS and CHEMICAL CORPORATION 


NEW YORK 16, N.Y. 
INDUSTRY BU TURE 


‘SUCCESSFUL SCANDINAVIA’ 


DENMARK and SWEDEN 


by Frances Haidt* 


MoRE THAN one hundred years ago, 
the poet N. F. S. Grundtvig de- 
scribed his native Denmark as a 
country “where few have too much 
and fewer too little.” This is even 
truer today. The few have much 
more, but no one has too little. In 
Sweden, one bank (a family bank) 
has controlling interest not only in 
the four major industrial companies 
which we visited, but in most of the 
other principal enterprises. On the 
other hand, in both Sweden and 
Denmark, there are no poor people. 
Everyone is well-housed, well-fed 
and well-clothed. 

The wholesome living standard in 
Scandinavia was pleasantly surpris- 
ing. The generous corporate tax 
structure was shocking and frustrat- 
ing. Though their corporate income 
tax rates are comparable to our 
own, there are special regulations 
covering inventory write-offs, depre- 
ciation allowances and reserve de- 
ductions which enable companies to 
build up sizeable cash flows. 


Liberal Depreciation Rules 


For example, inventories can be 
valued down to 40% of cost or mar- 
ket, whichever is lower. Sweden’s 
depreciation rules are probably the 
most flexible and liberal anywhere. 
A corporation may write-off the en- 
tire cost of its machinery and equip- 
ment in five years, with 50% of the 
investment taken in the first two 
years. At their own discretion, a 
company can also set aside up to 
40% of their pre-tax net business 
income as an “investment reserve 
for economic stabilization.” While 
46% of this amount must be de- 
posited to the corporation’s account 
at the Bank of Sweden, 54% re- 
mains with the company as addi- 
tional working capital. 

Further, where a company sets up 


* Director of Research, Herzig, Farber 
& McKenna. 
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a pension fund for its employees, it 
can freely choose to allocate non- 
taxable amounts to this fund. These 
payments need not be in the form of 
cash to be deductible. They may be 
made in the form of company notes, 
so that in effect these funds remain 
with the business and give it further 
liquidity. 

On first blush surely, never did 
“creeping socialism” look so good. 
These provisions do act as an incen- 
tive and stimulate corporate capital 
investment in productive machinery 
and equipment. In large part they 
account for the quality of Sweden’s 
industrial plant, and the fact that 
productivity per industrial worker is 
far higher in Sweden than in other 
European countries despite their 
higher wage scales. 


‘Hedge’ Against Unemployment 


It should be recognized however, 
that these unique tax rules represent 
a deliberate effort on the part of a 
Social Democratic Government to 
regulate its economy and to protect 
employment against business fluctu- 
ations. The tax-free investment re- 
serves were designed to be used to 
fight recessions. The proportion of 
these reserves deposited with the 
National Bank can be spent only on 
the authorization of the Labor Mar- 
ket Board when it determines the 
economic or employment situation 
so warrants. 

More important — especially for 
those of us in the financial world— 


e 

1m 
‘Where’s Picadilly Circus? — 
or some such place,’ these 
Financial Analysts are ask- 
ing a London policeman 
(“Bobby”). From left to 
right: Frances Haidt, the 
“Bobby,” Millie Sorentino 
and Donald H. Randell. 
Photo was taken in London’s 
Petticoat Lane. 


the effect of these seeming stimu- 
lants to private capital, is to transfer 
the capitalistic function of raising 
investment monies from the banks 
and securities markets to that of the 
corporation itself. The self-genera- 
tion of funds for future expansion 
by companies can only be at the ex- 
pense of public financing and new 
issues. Further encouragement in 
this direction would result, as it does 
in Scandinavia, in a further concen- 
tration of wealth in the hands of the 
few presently in control — rather 
than to a broadening of corporate 
ownership and expansion of “demo- 
cratic capitalism.” 


Consequently the equity markets 
in Sweden and Denmark are virtu- 
ally non-existent. Transactions on 
the Copenhagen Stock Exchange are 
primarily in municipal and govern- 
ment bonds. Though there is a 
market for common stocks in Stock- 
holm, the supply of shares are limit- 
ed. New issues are not made to raise 
money for expansion of new busi- 
ness, but represent partial sell-offs 
by management to raise personal 
funds for further private enterprises. 


Also disturbing to the American 
Financial Analyst seeking invest- 
ment opportunities in this area, was 
the fact that Government red tape 
makes it virtually impossible for a 
corporation to make a bond offer- 
ing. Then too, most of the leading 
companies (especially in Denmark) 
are privately owned, and have no 
intention of going public. And in 
those instances where there are pub- 
lic shares, Government regulations 
forbid an American to purchase 
Swedish or Danish shares, except 
under rare circumstances when an 
individual American can prove com- 
pelling reasons of the most urgent 
and unusual kind (and this requires 
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Government approval which takes 
some two years to obtain). 


The only way for Americans to 
invest in the attractive growth com- 
panies of Scandinavia is to attempt 
to obtain the few (very small num- 
ber indeed) shares of some of these 
companies which found their way 
into the London, Paris, Zurich and 
now New York markets during the 
pre-Socialist days. 

As a result, this small quantity of 
“outside” shares sell at a substantial 
premium over local stock. For ex- 
ample on the day a group of our 
Analysts visited with Ericcson Tele- 
phone Company, its stock was sell- 
ing at 26 per share on the Stockholm 
Exchange and quoted at 36 bid in 
the New York over-the-counter 
market. 


Outlook Is Bright 


This lack of investment opportun- 
ity is particularly distressing in view 
of the anticipated and continued 
growth of the industrial activity and 
economy in these two countries. In 
fact these two member nations of 
the “Outer Seven” (European Free 
Trade Association) appear to be on 
the verge of an expansion similar to 
that which followed the Analysts’ 
first trip to the European Common 
Market countries two years ago. 

The key to their economic growth 


STANDARD BRANDS 


Incorporated 


COMMON STOCK DIVIDEND 


The Board of Directors declared a 
quarterly dividend of 40c per share 
payable June 15, 1961 to stock- 
holders of record on March 15, 
1961. 


PREFERRED STOCK DIVIDEND 


The Board also declared a divi- 
dend of 87%c per share payable 
June 15, 1961 to stockholders of 
record on June 1, 1961. 


Joseph H. Hoyt 
Treasurer 


April 27, 1961 


96 


at present lies in increased capital 
expenditures, estimated to increase 
15-20% this year. This expansion 
of industrial plant and equipment 
will come on top of heavy Govern- 
ment outlays for housing. In an area 
where there are no slums, housing 
construction is expected to rise 10- 
15%. Accommodations are being 
upgraded; people are moving into 
larger apartment units; and the 
young people are leaving home 
earlier and setting up for them- 
selves, and/or getting married at 
younger ages. 

Paralleling this construction 
boom, will be an increase in the 
consumer goods industries reflecting 
a substantial rise in consumer buy- 
ing power. Disposable personal in- 
come after taxes is about 10% 
higher than it was last year. Con- 
sumer prices are expected to rise 
only 2%, so that the increase in in- 
come of about 8% will be real. 

To a large extent, wage increases 
have been responsible for this. The 
hourly wage for male industrial 
workers in Sweden was raised 7% 
in August 1960 and is the highest 
in Europe today. 

On the other hand, industrial pro- 
duction has risen four or more times 
as rapidly as wage scales since 1949. 
This rising productivity explains the 
true increase which has taken place 


GENERAL PORTLAND 
CEMENT COMPANY 


Common Stock Dividend. 


The Board of Directors of Gen- 


eral Portland Cement Company 
hos this day declared a quar 
terly dividend upon its Common 
Stock of 30 cents per share, 
payable June 30, 1961 to stock- 
holders of record at the close of 
business on June 9, 1961, The 
stock transfer books will remain 
open. 

HOWARD MILLER, 


Treosurer 
April 25, 1961 


in the gross national income of these 
two countries. Again this is illus- 
trated by the fact that agricultural 
production in Denmark rose over 
30% in this period while the agri- 
cultural labor force declined 15%. 


In 1960, industrial investments in 
these countries rose by 8-10%, con- 
sumption went up by 5% and ex- 
ports some 15%. In spite of this 
rapid expansion, the price level re- 
mained relatively stable and gold 
and foreign exchange reserves de- 
clined only slightly. According to 
all available statistical data and 
physical evidence to which our visit- 
ing Analysts can attest, Sweden and 
Denmark seem to be enjoying al- 
most ideal states of business with 
growing production, full employ- 
ment and practically stable prices. 
A continued increase in demand and 
production is forecast. 


As previously indicated, a size- 
able upswing is expected in capital 
expenditures and in the purchase of 
consumer durables. More important 
since these two nations are histori- 
cally dependent on_ international 
trade, the developments in their ex- 
port markets are also promising. 
While the ordinary iron and steel 
markets are still uncertain, Swedish 
steel works are expected to more 
than hold their own because of their 
high quality product. These techni- 


OUTBOARD MARINE 
CORPORATION 


DIVIDEND NOTICE 


A cash dividend of twenty cents 
(20c) per share on the Common 
Stock of the Company has been 
declared by the Board of Directors, 
payable May 25, 1961, to stock- 
holders of record May 5, 1961. 


R. F. WALLACE, Secretary 


April 20, 1961 
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cally proficient men at work, seem 
to be true sons of Thor. 

A further rise in export volume 
is foreseen for iron ore and pulp 
from Sweden. From personal tast- 
ing, we can testify to the superiority 
of Danish dairy products and their 
ready market in England. The wives 
of our members already “guaran- 
teed” this year’s export quota of 
china, silver and teak crafts from 
Copenhagen. 

The only cloud on the horizon 
(that is, the only uncertain factor in 
the generally optimistic appraise- 
ment of the economic prospects of 
Scandinavia) is the outlook of the 
business situation in the United 


States. The United States is an im- 
portant export market for this area, 
and any deepening of last year’s re- 
cession would be bound to have an 
effect on their economies. But indi- 
cations at home are now brighter. 
Thus, the signs seem to point for 
greater prosperity for the next few 
years to these hard-working and 
good-living people of the North. 

Our only regret is that conditions 
do not permit our participating in 
their future growth through equity 
investments. Perhaps we would do 
better to concentrate on getting 
some of the few with the great 
wealth to invest in United States 
securities. 


TRIP MANIFEST 
(continued from page 65) 


Mr. & Mrs. John Leary 
Investment Analyst 
Gartley & Associates 
84 William Street 
New York 38, N. Y. 
Mr. & Mrs. Arthur M. Leinbach 
Investment Analyst 
Kidder, Peabody & Co. 
17 Wall Street 
New York 5, N. Y. 


Herbert Muller, Investment Analyst 
Lehman Brothers 
One William Street 
New York 4, N. Y. 


Aaron M. Nadler 
19 Rector Street 
New York 5, N. Y. 


Mr. & Mrs. Abbott Oberndorfer 
Investment Analyst 
6 East 45th Street 
New York 17, N. Y. 


Mr. & Mrs. Winfield H. Perdun 
Partner 
Faulkner, Dawkins & Sullivan 
51 Broadway Street 
New York 4, N. Y. 
John W. Pope, Investment Analyst 
_ 407 S. Dearborn Street 
Chicago, Ill. 
Mr. & Mrs. Edward H. Potter 
Partner 
Neuberger & Berman 
120 Broadway 
New York 5, N. Y. 
Mr. & Mrs. David Rosenberg 
Partner 
Naess & Thomas 
Two Broadway 
New York 4, N. Y. 
Stanley Z. Scott 
Istel, Lepercq & Co., Inc. 
63 Wall Street 
New York, N. Y. 
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Harry Seggerman 
Investment Analyst 
Capital Research Co. 
900 Wilshire Blvd. 
Los Angeles 17, Calif. 


Mr. & Mrs. E. M. Spencer 
Investment Analyst 
The Detroit Edison 
2000 Second Ave. 
Detroit 26, Mich. 
Walter P. Stern, Partner 
Burnham & Co. 
15 Broad Street 
New York 5, N. Y. 


Mr. & Mrs. Paul W. H. Trevor 
Partner 
Lord, Abbett & Co. 

63 Wall Street 
New York 5, N. Y. 

Rudolph L. Weissman 
Investment Analyst 
W. E. Hutton & Co. 

14 Wall Street 
New York 5, N. Y. 

Merle S. Wick 
Asst. Director, Dent. of Stock List 
New York Stock Exchange 
11 Wall Street 
New York 5, N. Y. 

Mr. & Mrs. Louis J. Zitnik, Partner 
Mitchum, Jones & Templeton 
650 S. Spring Street 
Los Angeles 14, Calif. 


Trip B 


Following are the Financial Ana- 
lysts and wives who visited Amster- 
dam, Munich, Vienna and Zurich. Both 
groups met in Paris. 


Mr. & Mrs. David Adams, IV 
Pension Fund Manager 
Bethlehem Steel Co. 
Bethlehem, Pa. 


Philip K. Anthony 
Investment Analyst 
Kuhn, Loeb & Co. 
30 Wall Street 
New York 5, N. Y. 
Ralph S. Anthony, Resident Manager 
Francis I. duPont & Co. 
Howard Bldg., Providence 3, R. I. 
Joseph F. Benning, Jr. 
Assistant Secretary 
Chemical Bank-New York Trust Co. 
100 Broadway 
New York 15, N. Y. 
Mr. & Mrs. Franklin Bickmore 
Investment Analyst 
Boettcher & Co. 
135 S. La Salle Street 
Chicago 3, Illinois. 
Mr. & Mrs. George W. Blauvelt 
Officer 
The National City Bank of Cleveland 
623 Euclid Avenue 
Cleveland 1, Ohio 


Warren Burns, Managing Editor 
The Financial Analysts Journal 
82 Beaver Street 
New York 5, N. Y. 


Leo I. Burrington, Investment Analyst 
Van Strum & Towne, Inc. 

85 Broad Street 
New York 4, N. Y. 

Mr. & Mrs. Glenelg P. Caterer 
Investment Counselor & Past Presi- 
dent, New York Society of Security 
Analysts 
Lionel D. Edie & Co., Ine. 

530 Fifth Ave., New York 36, N. Y. 

Mr. & Mrs. H. Philip Chapman, Jr. 
Investment Analyst 
Springfield-Monarch Insurance Cos. 
1250 State Street 
Springfield, Mass. 

James Cooney 
Investment Analvst 
Lord, Abbett & Co. 

63 Wall Street 
New York 5, N. Y. 


(continued on next page) 


COMMON STOCK 
DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on April 18, 1961, de- 
clared a regular quarterly dividend 
of twenty-five and one-half cents 
(25%c) per share on the Corpo- 
ration’s Common Stock. This divi- 
dend is payable May 31, 1961, to 
stockholders ofrecord April 28, 1961. 


LEroy J. SCHEUERMAN 
Secretary 


CENTRAL AND SOUTH WEST 


CORPORATION 
Wilmington, Delaware 
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Mr. & Mrs. Nicholas E. Crane 
Investment Analyst, Past President, 
N. Y. Society of Security Analysts 
Dean Witter & Co. 

14 Wall St., New York 5, N. Y. 


Mr. & Mrs. George A. Easley, Jr. 
Investment Analyst-Limited Partner 
Mitchell, Hutchins & Co. 

One Wall Street, 
New York 5, N. Y. 


J. Marion Engler, Officer 
St. Louis Union Trust Co. 
510 Locust Street 
St. Louis 1, Mo. 


Mr. & Mrs. Charles E. Exley 
Executive Vice President 
Charles A. Parcells & Co. 
639 Penobscot Bldg. 
Detroit 26, Mich. 


Anthony Gaubis, President 
Anthony Gaubis & Co. 
122 East 42nd Street 
New York 17, N. Y. 


Mr. & Mrs. W. W. Graves, Jr. 
Partner 
Investment Counsel Service 
Guilford Bldg. 
Greensboro, N. C. 


R. T. Heard, Investment Analyst 
Audior Co. 
2013 H Street, N.W. 
Washington 6, D. C. 


Mr. & Mrs. Frederick A. Hesse 
Assistant Secretary 
Empire Trust Co. 
20 Broad Street 
New York 5, N. Y. 


Mr. & Mrs. John Hinkle 
Investment Analyst 


Chemical Bank-New York Trust Co. 


30 Broad Street 
New York 15, N. Y. 


LeRoy R. Hoffman, Jr., Officer 
Ohio Farmers Insurance Co. 
LeRoy, Ohio 


Mr. & Mrs. Alan Kirschberg 
Investment Analyst 
Carl M. Loeb, Rhoades & Co. 
42 Wall Street 
New York 5, N. Y. 


Robert W. M. Kohlsdorf 
Vice President 
Mercantile Trust Co. 
721 Locust Street 
St. Louis 1, Mo. 


Mr. & Mrs. William A. Kugler 
Investment Analyst 
New England Mutual Life Ins. Co. 
501 Boylston Street 
Boston 17, Mass. 


Mr. & Mrs. Leo J. Larkin 
Investment Analyst 
Carl M. Loeb, Rhoades & Co. 
42 Wall Street 
New York 5, N. Y. 


Jacob A, Lempenau, Financial Writer 
The Income Builder 
River Edge, N. J. 
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Mr. & Mrs. James G. Long 
Investment Analyst 
Smith, Barney & Co. 
Philadelphia National Bank Bldg. 
Philadelphia 7, Pa. 


Mr. & Mrs. David S. Loveland 
Investment Analyst 
United Business Service 
210 Newbury Street 
Boston 16, Mass. 


Mr. & Mrs. John Lowell 
Vice President 
Boston Safe Deposit & Trust Co. 
100 Franklin Street 
Boston 6, Mass. 


Mr. & Mrs. Willard H. Marsh, Officer 
Denver-United States Natl. Bank 
1740 Broadway 
Denver 17, Colo. 


Mr. & Mrs. David H. Morey 
Senior Vice President 
Boatmen’s National Bank 
300 N. Broadway 
St. Louis, Mo. 


Mr. & Mrs. Joseph S. Nye 
Senior Partner 
Nye & Whitehead 
44 Wall Street 
New York 5, N. Y. 


Edward B. Ory, Managing Partner 
Commercial Enterprises 
179 East 70th Street 
New York 21, N. Y. 


George E. Ostrom, Senior Partner 
George E. Ostrom & Co. 
203 Beal Bldg. 
Duluth 2, Minn. 


Robert R. Pierce, Investment Analyst 
New York Central Mutual Assn. 
Room 2234, 55 Public Square 
Cleveland 13, Ohio 


Mr. & Mrs. Alan C. Poole 
Investment Analyst 
Co-Chairman of European Trip 
Hemphill, Noyes & Co. 

15 Broad Street 
New York 5, N. Y. 


National 
Distillers 
and 
Chemical 
Corporation 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
30¢ per share on the outstand- 
ing Common Stock, payable on 
June 1, 1961, to stockholders 
of record on May 11, 1961. The 
transfer books will not close. 
PAUL C. JAMESON 
April 27, 1961. Treasurer 
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Donald H. Randell 
Investment Analyst 
E. F. Hutton & Co. 
61 Broadway 
New York 6, N. Y. 


Joseph E. Refsnes, Partner 
Refsnes, Ely, Beck & Co. 
1814 Palm Croft Drive N.E. 
Phoenix, Arizona 


Lawrence Rubin, Investment Analyst 
Scudder, Stevens & Clark 
10 Post Office Square 
Boston 9, Mass. 


Mr. & Mrs. Lewis L. Schellbach 
Senior Vice President 
Standard & Poor’s Corp. 

345 Hudson Street 
New York 14, N. Y. 


Mr. & Mrs. Harold X. Schreder 
Executive Vice President 
Distributors Group, Inc. 

80 Pine Street 
New York 5, N. Y. 


Mr. & Mrs. Elmer M. Shankland 
Financial Editor, Forbes, Ine. 
70 Fifth Avenue 
New York 11, N. Y. 

Mr. & Mrs. Edward H. Tevriz 
Investment Analyst 
Glore, Forgan & Co. 

45 Wall Street 
New York 5, N. Y. 


Mr. & Mrs. E. C. Villere 
Senior Partner 
St. Denis J. Villere & Co. 

552 Natl. Bank of Commerce Bldg. 
New Orleans 12, La. 

Mr. & Mrs. Edward S. Wilson 
President, New York Society of 
Security Analysts 
W. E. Burnet & Co. 

80 Pine Street 
New York 5, N. Y. 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 181 
The Board of Directors on 
March 22, 1961, declared 
a cash dividend for the 
first quarter of the year 
of 70 cents per share 


upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on April 15, 1961, to 
common stockholders of 
record at the close of busi- 
ness on March 30, 1961. 


K. C. CHRISTENSEN, 
Vice President and Treasurer 
San Francisco, Calif. 
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New, highly maneuverable WHITE Compact meets urgent 
need for lower cost, heavy-duty, urban and suburban hauling. 


RRR 


New Oliver 1800 row-crop tractor shown with new Oliver 
semi-mounted plow is setting fuel-economy records. 


New Products... New Markets 


THE WHITE MOTOR COMPANY 
PROGRESS REPORT 


For The White Motor Company, the 
year 1960 was one of significant 
progress. Although sales turned 
downward as a result of the slower 
demand for trucks, both sales and 
profits were still higher than in any 
year except 1959. 


WORLD 


In the fall, WuHiITE introduced a 
unique new line of heavy-duty trucks 
—the WuiTE Compacts. These 
models, now in strong demand, are 
opening up new markets and new 
accounts for WHITE. 

Since its acquisition of the Oliver 


LEADER IN HEAVY DUTY TRUCKS 


WHITE TRUCKS 


WHITE HIGHLIGHTS 


1960 1959 


farm-equipment business on October 
31, 1960, WHITE is actively engaged 
in making and selling Oliver prod- 
ucts to farm and industrial markets. 
With new products and broader 
markets, WHITE now faces greater 
growth and profit opportunities. 


Tue WHITE Motor CoMPANY 
CLEVELAND 1, OHIO 


Net sales $282,695,718 $333,101,125 
Net income 8,875,813 14,209,244 
ch dividends paid on common stock 4,549,216 3,745,734 

Net income per share of common stock 3.87(1) 6.62 (2) 

Dividends paid per share of common stock 2.00 1.875 (3) 


(1) Based on weighted average of outstanding 
shares, giving effect to 655,000 shares issued 
in connection with acquisition of Oliver farm 
equipment business as of October 31, 1960. 


distributed in January, 1960. 


split 1959. 


(2) Adjusted for 5% common stock dividend 


(3) Adjusted for two-for-one common stock 


For your copy of the White 
Annual Report. . . write to: 
Treasurer, The White Motor 
Company, Cleveland 1, Ohio 


Looking Ahead with Phillips Petroleum... ' 


Top New Rubber Achievement — 


“Better-than-natural” CIS-4* _ 


“‘We have searched for years for a synthetic 
rubber that would perform as well or better 
than natural without sacrificing the low heat 
build-up of natural. It looks like Cis-4 does 
the trick.” 


This statement by a leading rubber company execu- 
tive dramatizes the great significance of Phillips newest 
commercial achievement in petrochemicals. 

Cis-4 is destined to replace large amounts of natural 
rubber in tire treads, especially for the punishing serv- 
ice of heavy duty truck and bus tires. Heretofore, 
SBR (styrene-butadiene) synthetic rubber has not 
been usable for this service because of heat build-up 
problems. Cis-4 not only is at least as cool-running as 
natural rubber, but additionally is superior to natural 
in tread wear. 

Tires with treads made from blends of Phillips new 
Cis-4 (cis-polybutadiene) and natural rubber have 
bested those of 100% natural rubber, of which poly- 
isoprene is the synthetic replica, in tests totaling mil- 
lions of miles. And with proper compounding, treads 
can be made entirely of Cis-4, for even longer wear. 

Cis-4, and its mixtures with natural rubber, con- 
sistently show high resilience and resistance to abra- 
sion, aging, and blowout, as well as low heat build-up 
and very long wear. Moreover, Cis-4 advantageously 
utilizes more carbon black and processing oil than 
natural rubber, thus reducing costs of finished rub- 
ber compounds. 

Phillips new Cis-4 plant at Borger, Texas, adjacent 


Cis-4, Phillips new 
polybutadiene synthetic 
rubber, is used by tire 
makers as a superior 
replacement for 

much natural rubber in 
heavy-duty tire treads. 


to the company’s other synthetic rubber facilities, has 
an annual capacity of 25,000 long tons. Cis-4 is made 
wholly of butadiene, also long manufactured by 
Phillips from the company’s own basic raw materials. 

Cis-4 is a link in a long chain of Phillips rubber 
developments, reaching back before World War II, 
which includes “‘cold’’ synthetic rubber and furnace 
oil carbon blacks. The latter two enabled SBR syn- 
thetic to replace natural in a large portion of the 
postwar market. 

Now the favorable properties of Cis-4 will enable 
it to replace even more natural rubber. And, of course, 
Cis-4 has similar advantages over man-made polyiso- 
prene, the synthetic duplicate of natural rubber. 
Phillips, however, has developed a new process for 
making isoprene, and a low-cost means of converting 
it to polyisoprene rubber. 

It is expected, too, that as more experience is 
gained in compounding and processing Cis-4, it will 
move from a minor to a major role in some old-line 
SBR synthetic markets, such as premium passenger 
car tires and, ultimately, general-purpose uses. Most 
likely this role will be.to improve rather than re- 
place SBR. 


Cis-4 again exemplifies how a policy of 
“looking ahead” through aggressive re- 
search and prudent acquisition of crude 
oil and natural gas reserves has placed 
Phillips in a favorable position for con- 


tinuing growth and earnings. 
*A trademark 


PHILLIPS PETROLEUM COMPANY, Bartlesville, Oklahoma 


PHILLIPS 
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Hawatian Investment Conference— ‘Analysts in Paradise’ 
by Richard S: Nair 


SEVERAL MONTHS OF PLANNING by a committee of The 


Security Analysts of San Francisco and many wecks of | 


hard work on the part of a group of business and in- 
vestment people in Hawaii, culminated in the flight of 
84 Analysts and wives to Honolulu in February, for the 
Mid-Pacific Conference. 

The 10-day meeting (plus a two-day bonus—courtesy 
of the striking flight engineers) proved to be most in- 
teresting and informative, with every aspect of the 
Hawaiian economy included in the complete schedule 
of events prepared by the Investment Society of Hawaii 
and top executives of leading Hawaiian companies. The 
trip was made that much more worthwhile thanks to the 
warm and gracious hospitality of our Island friends and 
“hosts” in the 50th State’s true spirit of “Aloha.” 

Activities of our first Saturday evening and Sunday 
offered an opportunity to meet with the business and 
investment people participating in the program, on a 
social and informal basis, and allowed us to get a feeling 
for life in the Islands. The Saturday night welcoming 
cocktail party and Sunday evening /uau provided several 
of our renowned economists with a chance to exchange 
cyclical theories with “experts” from Tahiti and Samoa 
although it was apparent that our members had some 
difficulty in keeping up with the practitioners from the 
South Pacific. Nevertheless, all of our group, which 


Richard S. Nair is a Financial Analyst with Blyth & Co., 
Inc., San Francisco. A graduate of Bates College, Mr. Nair 
received a LL.B. degree from Yale Law School and attended 
New York University’s Graduate School of Business Adminis- 
tration. He is a member of several state bar associations and 
the American Bar Association, as well as The Security Analysts 
of San Francisco. 
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also included representatives from Los Angeles, Salt 
Lake City, Chicago, St. Louis, and New York, were on 
hand for the opening business session Monday morning. 

Hawaii’s Governor William F. Quinn was introduced 
at the first morning session by James Wilkinson of 
Hawaiian Telephone Company. Governor Quinn ex- 
tended a warm and extensive welcome to the group, 
stating that he trusted that we would find the Islands a 
State with a great deal of potential built upon a strong 
financial base. The remarks of the personable and 
capable Chief Executive of the State of Hawaii were 
acknowledged by Joseph F. Edelstein, gregarious Presi- 
dent of the San Francisco Society and originator of the 
Hawaiian Conference. Raymond Y. C. Ho, Director 
of the Department of Budget and Review and Treasurer 
of the State of Hawaii, next discussed the State govern- 
ment organization with particular emphasis upon rev- 
enues and expenditures. The young, energetic Mr. Ho, 
a Yale Law School graduate, typified the enthusiasm for 
Hawaii which we were to note repeatedly, as he outlined 
the financial picture of Hawaii, discussed its improving 
bond ratings, budget surplus, and possible tax decreases. 

With tourism playing such a vital role in the Hawaiian 
economy, the Analysts found a panel discussion on this 
topic extremely interesting. Moderator Frederick E. 
Simpich, Jr., Vice President of Castle & Cooke, Inc., 
outlined the expected growth of tourism from its present 
$135 million to a potential of at least $575 million by 
1970. Speakers who discussed segments of this industry 
and outlined some of their own plans for future expan- 
sion included Richard E. Holtzman, General Manager 
of Sheraton-Hawaii Corporation; Charles G. Braden, 
General Manager of the Hawaii Visitors Bureau with its 
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increasing budget to attract more tourists; Arthur D. 
Lewis, President of Hawaiian Airlines, Ltd.; and Ken- 
neth F. C. Char, Executive Vice President of Aloha 
Airlines. 

The growing investment in harbor, highway, and air- 
port facilities was then discussed by Harold W. Butzine, 
Manager of the Port of Hawaii; Melvin E. Lepine, 
Planning Coordinator for the Department of Trans- 
portation of Hawaii; and Rear Admiral A. P. Storrs, 
U.S.N., Retired, Director of the Hawaiian Aeronautics 
Commission. Fred W. Bennion, Executive Director of 
the Tax Foundation of Hawaii, served as moderator. 


Outstanding Luncheon Speakers 


At luncheon the three speakers were Mayor Neal S. 
Blaisdell of Honolulu, and the two outstanding econo- 
mists of the State, Dr. James H. Shoemaker, Vice Presi- 
dent of the Bank of Hawaii, and Dr. Thomas K. Hitch, 
Vice President of the First National Bank of Hawaii. 
Mayor Blaisdell discussed the City and County govern- 
ment, noted that Honolulu comprised roughly 80% of 
the State’s population and that with a 26% increase in 
the past 10 years it constituted the eighth fastest grow- 
ing metropolitan area in the United States. 

Dr. Shoemaker outlined a breakdown of Hawaii’s 
economic base, including the parts played by defense, 
sugar, pineapple, tourism, construction, and manufac- 
turing, and predicted continued growth in most of these 
areas. He also stated that he foresaw throughout the 
Pacific higher levels in agricultural production. more 
industry coming in, more foreign trade engaged in, and 
increasing levels of air transportation and tourism. 

Dr. Hitch outlined the extremely simple and manage- 
able debt structure of the State of Hawaii, which it must 
be noted was all contained on a single page of a beauti- 
ful book, “The State of Hawaii’s Finances,” a copy of 
which was presented to each member of our group. 
Dr. Hitch predicted moderation in the boom rate of 
growth because some of the World War II shortages 
had not been overcome; but he expects still higher than 
average rate of growth for Hawaii in the next decade. 
In connection with tourism it was interesting to note 
that in 1960 the number of visitors coming from the 
West Coast increased 11%; and those from the Mid- 
West were up 32%; while the Eastern representatives 
increased by 36%. 


Choice of Field Trips 


Monday afternoon our Analysts had a choice of two 
field trips. One group had a tour of some of the facilities 
of the Board of Water Supply of the City and County 
of Honolulu. Edward J. Morgan, Manager and Chief 
Engineer, pointed out that the Board was vitally aware 
of the importance of a water program to an island such 
as Hawaii but that it took a definite interest in the 
aesthetics involved, and we had an opportunity during 
the course of our visit to observe the beautiful settings 
and floral displays around many of the water facilities. 
This group then had a tour of Honolulu harbor with a 
briefing on containerization and bulk sugar operation by 
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John H. Scott, Vice President and Manager of Castle & 
Cooke Terminals, Ltd. 


The second group began with a tour of the carton 
manufacturing facilities of Honolulu Paper Company as 
guests of C. T. Oliphant, President and General Man- 
ager. From here this group proceeded to the Von 
Hamm-Young Company, Main Office, where President 
James A. Pell discussed the business and prospects of 
this varied wholesale distributor. Items suitably dis- 
played included dry goods and liquor. This group then 
spent time with F. P. Lowrey, President, at the offices 
of Lewers & Cooke, Ltd. Both groups then combined 
at the Ala Moana Shopping Center, a most impressive 
and beautiful development. Donald H. Graham, Jr., 
Vice President and Secretary of Hawaiian Land Com- 
pany, discussed the financing and development of this 
company after which a tour of the vast shopping center 
was conducted. 


Tuesday was devoted to sugar. The morning session 
was held at the Hawaiian Sugar Planters’ Association 
with welcoming remarks made by James H. Tabor, im- 
mediate past president of the association. Mr. Tabor, 
who is also president of Theo. H. Davies & Co., pointed 
out that the industry is spending one and a half cents per 
income dollar on research as against one cent for the 
chemical industry. Dr. Leonard D. Baver, Director of 
the HSPA Experiment Station, discussed highlights of 
Hawaii’s sugar industry and enabled the Analysts to 
collect a full spectrum of figures, from the one ton of 
water necessary to produce every pound of sugar down 
to the 18 calories in each spoonful. 


The progressive approach of the industry was noted 
in the use of radio-active isotopes to trace the plant 
cycle, work in genetics, mechanization, production of 
paper from bagasse pulp, and the control of insects 
completely by biological means through the use of para- 
sites. Harold C. Eichelberger, Sr. Vice President of 
American Factors, Limited, discussed the development 
of Hawaii’s sugar agencies and the manner in which 
they have provided corporate management for groups 
of plantations while leaving the operating phase in the 
hands of the various plant managers. 


The second half of the morning session was devoted 
to the four major sugar producing companies or agen- 
cies. President Boyd MacNaughton of C. Brewer & Co., 
stated that since his company knows sugar it has decided 
to grow sugar outside of Hawaii and to expand by 
diversifying production and markets throughout the 
world. The company is working in Iran, Ecuador, and 
Puerto Rico and is currently negotiating to purchase the 
assets of Fajardo Sugar in Puerto Rico with the help of 
an $18 million American loan. President Malcolm 
MacNaughton of Castle & Cooke, Inc., pointed out that 
his company is taking the food family approach, build- 
ing upon its sugar, adding macadamia nuts, and nego- 
tiating to merge its affiliated Dole Pineapple and Co- 
lumbia River Packers. 

Further reports on various phases of the successful 
Hawaiian Conference appear on the following pages. 
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about Clevite Corporation 


Record volume of $94,000,000 
Record earnings of $6,800,000 


1960 $9,700,000 research program 

ANNUAL REPORT $9,200,000 capital expenditures 
Particularly strong growth 

12 pages in transistors, rubber- 


metal parts, replacement 
bearings, electronic 
instruments 


Analysis of last year’s 
operations 


Financial and statistical data at es 
New developments in piezo- 


Charts electricity 


No illustrations Cash dividends for 38th 
consecutive year 


ti Growth through technology 
OPERATIONS BOOK 9 operating units 

24 pages 15 manufacturing plants 
Historical background Prinicipal fields of science 


and production: bearings, 


Information on divisions electronics 


and subsidiaries 
Products 
World-wide operations 
50 photographs 


If Clevite interests you, please write for copies. 


16910 St. Clair Avenue, Cleveland 10, Ohio 


1960 


Best operational year for 


GULF OIL 


Gulf Oil Corporati 


Gulf’s 1960 Annual Report, recently mailed to share- 
holders, records net earnings of $330,310,825—an in- 
crease of 14% over the previous year. 

Contributing significantly to earnings were the Com- 
pany’s domestic operations which brought in $198 mil- 
lion or 60% of total net income. 

In all major scopes of activity, new records were 
established. World-wide, production was up 12.5%; 
crude oil processed rose 11%; and sales of refined 
products showed a 2.8% gain. 

Financial and operating highlights of Gulf for 1960 
and 1959 appear below. 

If you'd like a copy of the complete Report, write to: 
Public Relations Department, Gulf Oil Corporation, 
P. O. Box 1166, Pittsburgh 30, Pa. 


Increased Earnings 


CONSOLIDATED FINANCIAL DATA 


1960 
Net Income OP ira ens eee A Pa ares $ 330,311,000 
Per Share) ogy Bese eee ee eee eee Peta ts A arse ete $3.20 
Cash Dividends. . Pee UMN crc ine ae a $ 99,558,000 
‘Per Share. BAe Ts PE ener ard on ee eA BeY $1.00 
Stock Dindencde Ry ENE Cet Sst ie ee ee 3% 


Working Capnal fonerene oe ies Gurronr fi pies) rr $ 
Long-Term Debt. 
Total Assets Z 

Sales and Other Oper ae Recs: onues . 
Capital Expenditures 
* Based on the shares outstanding at the aa of 1960. 


781,185,000 
ete cast eS ee $ 257,385,000 
fesse ar $3,843,429,000 

‘ $3,212,205,000 


OPERATIONS DATA-DAILY AVERAGE BARRELS** 


Net Crude Oil and Condensate Produced................. 1,463,528 
Net NaturalGas Liquids Produced) seen ee 42,462 
Crude: OillProcessediatRefineries sean dela een eee 759,152 
Refined Products; SoldGtne.. ee ee ee 842,054 
Natural'Gas Liguidsisoldisa> aac: ee ee ee ee 117,410 


**Operations data include Gulf’s equity in all operations in which it has an interest. 
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$ 346,155,000 | 


| Report 


1959 


$ 290,467,000 
$2.82 
$ 96,876,000 
$1.00 
3% 
$ 690,656,000 
$ 265,935,000 
$3,576,318,000 
$3,170,847,000 
$ 335,771,000 


1,304,183 
40,731 
685,101 
821,260 
122,017 


Highlights of the Economy 


by T. A. Carey 
Decker, Gaither and Anderson 


The Governor of Hawaii, William 
F. Quinn, greeted the Analysts 
warmly and apologized for the rainy 
weather. He emphasized the sound 
finances of his state and its desire 
for good credit and lower interest on 
its obligations through a favorable 
and informed opinion in the main- 
land financial community. 


Last year was unusual in that the 
state’s bonded debt was reduced by 
5%, and improvements were paid 
from current revenue. Future de- 
velopment schedules, however, are 
heavy, and a $17 million improve- 
ment program is now underway. 
The governor expects to issue gen- 
eral obligation bonds in this in- 
stance, and hopes to maintain a 
balance of two-thirds debt and one- 
third current revenue in paying for 
improvement programs. The state’s 
high taxes have not and should not 
unduly restrain Hawaii’s superior 
growth rate and high living stand- 
ards in his opinion. Development 
has, of course, been most intense on 
Oahu, and the acceleration of growth 
in the other islands, where popula- 
tion until recently has been declin- 
ing, is a principal objective. He 
recommended the book, “State of 
Hawaii Finances” as an excellent 
summary. 

San Francisco Society President 
Joseph Edelstein responded to Gov- 
ernor Quinn’s welcome with the 
hope that should the Analysts’ Na- 
tional Convention be held in San 
Francisco in 1966 or 1967, a post- 
convention visit to Hawaii would be 
attractive to many members. 

Raymond Y. C. Ho, Director of 
the Department of Budget and Re- 
view, spoke on the organization and 
finances of the state government. He 
recalled the visit two months earlier 
of 13 New York Bond Analysts, and 
expressed pleasure in the increased 
mainland interest in Hawaii. 

With statehood in 1959, the Re- 
organization Act of that year pro- 
vided for 18 governmental depart- 
ments, instead of the 100 or more 
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then in being. The Act also calls for 
a strong executive branch, and the 
reorganization and consolidation is 
currently proceeding. Consulting on 
reorganization procedures is the firm 
of Booz, Allen & Hamilton. 

Mr. Ho noted that all executive 
offices, except the Lt. Governor, are 
appointed by the Governor. Legis- 
lators are 70% college graduates; 
half are lawyers. Hawaii is proud of 
its political maturity, determined to 
avoid haphazard development of its 
limited land, and is preparing a mas- 
ter land use plan. An inter-island 
air ferry system is also proposed. 


In the next six years the state’s 
capital expenditures may reach a 
total of $333 million, including a $30 
million East-West Center, an educa- 
tional showcase for foreign students. 
In the 1961-62 budget of $239 
million, capital expenditures com- 
prise $54 million. The new budget 
is expected to show a small surplus 
without a tax increase, thus increas- 
ing the surplus in the general fund 
which was in a 1955 deficit position. 
Hawaii levies a general excise tax on 
all sales of goods. Of all the tax 
revenues, the sales tax comprises 
62%; income taxes, 23% ; property 
taxes, 11%; and miscellaneous, 4%. 
All tax revenues, however, make up 
only 55% of total general fund rev- 
enues, with federal payments ac- 
counting for most of the balance. 

Tourism in Hawaii was discussed 
by a panel, including representatives 
of the Sheraton-Hawaii Corpora- 
tion, the Hawaii Visitors Bureau, 
Hawaiian Airlines, Ltd., and Aloha 
Airlines, Inc. 

Tourism was cited as the state’s 
fastest growing industry, with 336,- 
000 visitors in 1959. It is estimated 
that visitors spent $135 million in 
1960. This compares with military 
expenditures of about $365 million; 
sugar revenues of $127 million; 
pineapple revenues of $125 million; 
and construction volume of about 
$270 million. To encourage tour- 
ism, the non-profit Visitors Bureau 


Joseph Edelstein, president of The 
Security Analysts of San Francisco, 
left, is shown being greeted in Hono- 
lulu by Hawaii’s Governor, The Honor- 
able William F. Quinn. The Governor 
emphasized the sound financial condi- 
tion of his state. 


Richard S. Nair, left, of the San Fran- 
cisco Society, is shown in a sugar cane 
field of the Oahu Sugar Cane Co. With 
him is Richard E. White, the com- 
pany’s assistant secretary-treasurer. 


spends $1,500,000 in promotion, 
one-third of which is privately sub- 
scribed, with the balance paid by the 
state. Officials hope for a 20% per 
year expansion in tourist business, 
and regard the billions spent by 
tourists in Europe as evidence that 
the increase will come. 

While Waikiki remains the tourist 
center, further expansion will con- 
centrate on the outer islands, with 
possible flights to them from the 
mainland. Waikiki hotel rooms now 
exceed 7,000, compared with 4,750 
in 1956 and 1900 in 1946. The 
occupancy rate for all Waikiki hotels 
was 84% in 1960. Some temporary 
overbuilding exists in cooperative 
apartments. 

The two local airlines, with per- 
fect safety records, enjoy good air 
fields, but an aircraft utilization of 
only five hours per day. Traffic is 
60% from local people who just 
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don’t fly at night. In 1960 both lines 
carried 940,000 passengers. 

Harbor, Highway, and Airport 
Facilities were the subject of a panel 
composed of representatives of the 
Port of Honolulu, the Department 
of Transportation, and the Hawaii 
Aeronautic Commission. 

The financially independent Har- 
bor Board operates modern facili- 
ties, including those for bulk sugar, 
liquid products, and containerized 
cargoes. Imports are 8,000,000 tons 
per year, over half of which is 
through Honolulu. Needed expan- 
sion will be financed through bond 
issues and a possible increase in 
wharfage charges, which at 45¢ per 
ton are one-half the Pacific Coast 
rates. On free land $26 million has 
been invested in harbor facilities. 
Earnings in 1960 were $2.8 million, 


and should increase $600,000 in 
1961. 

Despite a regular gasoline price of 
41.5¢ per gallon, there is one vehicle 
on Oahu for every 2.4 persons. The 
mainland ratio is one vehicle for 
each 2.8 persons. Due to high traf- 
fic density and military traffic, Ha- 
waii participates in the Federal In- 
terstate Highway Program. Over the 
next five years $134 million will be 
spent on island roads. Currently 
there are 3,000 miles of highway in 
the state. A $50 million group of 
fuel tax bonds sold between 1956 
and 1959 are rated AA. 

The Aeronautics Commission, 
supported in part by a 3'%¢ per 
gallon jet fuel tax, had revenues of 
$3 million in 1960, and expects $4 
million in 1961. The increase is in 
jet travel. Present $19 million in- 
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BANKS and TRUST COMPANIES 


by James K. McWilliams 
Henderson & Co. 


There are seven commercial banks serving the Hawaiian Islands. 
Five are state banks, two are national banks. Only the national banks 
are members of the Federal Reserve System, but all are protected by 
the FDIC. There are no branches of foreign banks. Commercial banks 
are not limited to the number of branches they may have in the Islands 
as a whole, but may have only three branches in the City of Honolulu. 

The methods of operation of the commercial banks are identical to 
those of the Mainland—ranging from the use of modern machine 
accounting techniques to branches using -drive-in Tellers’ Windows. 
Interest rates must be competitive with the Mainland. Total deposits 
have grown from $395,000,000 in 1955 to $743,000,000 at the end of 1960. 
In the same period, loans have more than doubled from $197,000,000 to 
$404,000,000. Mainland banks have been called upon to help finance the 
great growth of recent years. This Mainland investment has been dollar 
assistance not for division of risk. 

In the Hawaiian Islands, a trust company cannot by law perform a 
commercial banking function. A commercial bank could enter the trust 
business, but historically none have done so nor do any apparently plan 
to do so. There are five trust companies serving the area, four in Hono- 
lulu, and one in Hilo, on the Island of Hawaii. It is estimated that these 
companies manage about $750,000,000 in real property and securities. 

Generally speaking, trust operations are not profitable because of 
high-cost personnel, low statutory fees, and traditionally no fee-splitting 
with co-trustees. The trust departments serve as nuclei and feeders for 
other profitable types of business which the trust companies engage in. 
A trust company is known as a “department store of finance other than 
commercial banking.” Such services include security brokerage, real 
estate sales and management, insurance agencies, tax services, safe 
deposit, ete. 

As for investment restrictions, the “Prudent Man Rule” applies.* At 
one time, investments were primarily in local securities because of time 
barriers and inadequate communication with the Mainland. Now, many 
Mainland securities are used. Separation of the security brokerage 
business from the trust business does not seem imminent. 


*For a detailed discussion of the “Prudent Man Rule (Statute or 
Theory),” see Financial Analysts Journal, July-August, 1960, page 27. 


debtedness includes $14 million in 
revenue bonds issued two years ago. 
A new terminal will open in 1962. 
At a luncheon the Analysts heard 
Neal S. Blaisdell, Mayor of Hono- 
lulu; Dr. James H. Shoemaker, Bank 
of Hawaii; and Dr. Thomas K. 
Hitch, First National Bank of Ha- 
waii. 
Hawaiian Boom to Continue 


One of the nation’s ten fastest 
growing states, Hawaii’s population 
of 600,000 in 1960 is expected to 
reach 800,000 by 1970. In this pe- 
riod 60,000 new jobs and 100,000 
new homes will be needed. The City 
and County of Honolulu plans $165 
million in capital expenditures over 
the next five years. Schools will 
make the heaviest demands on 
funds. It is interesting that at pres- 
ent over $200 million in life insur- 
ance funds are invested in Hawaii. 

Hawaii’s boom is attributed to in- 
creases in population and in military 
and tourist spending. With construc- 
tion shortages now largely over- 
come, growth should revert to a 
normal long term rate, which never- 
theless should exceed that of the 
mainland. Unemployment in the last 
10 years has never risen above 5%. 
Last year saw a new high in indus- 
trial investment. Hawaiian industry 
typically imports and processes raw 
materials for local consumption. 

Hawaii’s debt structure is simple 
and limited to 15% of assessed 
valuation. Present debt, including 
revenue bonds, is about 10% of 
assessed valuation. Debt service 
takes 3% of state revenues, and 
boasts a perfect repayment record. 

Hawaii is, naturally, vulnerable to 
a dock strike, but the speakers noted 
the responsible attitude of union 
leaders in recent years, the maturity 
of the public in this matter, and leg- 
islation which permits the state to 
seize and operate the docks if they 
are struck. 

Groups of Analysts visited the 


Board of Water Supply, the Harbor, 


and the new Ala Moana shopping 
center. Significant for Oahu’s future 
industrial progress is its vast fresh 
water supply. Rain drenched moun- 
tains provide water enough for all 
foreseeable growth. 
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Annual Report 


FOR THE YEAR 
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Depreciation of properties........... 
Net SAEIUNe Ss Wl fcha eben nce ee 
Cash dividends paid on preferred stock 
Net earnings reinvested in the business 


Net earnings per common share .......... 


Net additions to properties............... 


Average number of employees........ 


AT THE YEAR-END 
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Total investment in properties—at cost 
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Equity of common shareholders............ 


Equity per common share ........... 


Number of common shares outstanding..... 


Number of common shareholders.......... 


1960 


$216,449,144 
9,443,774 
16,438,135 
705,785 


$4.51 


4,108 


$ 41,228,817 
196,253,969 
60,342,000 


$27.29 


7,822 


15,732,350 


11,326,592 


95,126,670 


3,485,404 


1959 


$176,811,659 
14,105,539 
10,058,232 
899,362 
9,158,870 
$2.63 
10,309,738 
3,302 


$ 41,305,189 
185,799,655 
67,420,000 
81,020,107 
$23.25 
1,722,877 
6,481 


McLOUTH STEEL CORPORATION 


EXECUTIVE OFFICES: 300 S. LIVERNOIS, DETROIT 17, MICHIGAN 


Manufacturers of Stain/ess and Carbon Steels 
PLANTS: DETROIT, TRENTON, AND GIBRALTAR, MICHIGAN 
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proeress tas been a by-word for natural gas. The growth ve 


of this young industry over the past decade is an eloquent tribute to the 
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nation. For such progress springs from an enterprising people, eager to Soeecettitinii 
search for better ways to fuel the nation’s economy. > Evidence of this 
progress can be seen in the rich heart of mid-America, served by Texas 
Gas. Companies planning plant locations are invited to check the resources 
of this eight-state region blessed by flexible transportation, good labor and 


abundant natural gas energy. > For a report on the progress of our region TE xsSASsS GAS 


and our company, write to the Public Relations Dept., Texas Gas Trans- TRANSMISSION CORPORATION 
mission Corporation, Owensboro, Ky., for a copy of the 1960 Annual Report. Offices: Owensboro, Kentucky * Houston, Texas 
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Hawauan Field Trips 


The field trips included a visit to 
the now-famous Ala Moana Shop- 
ping Center being built on Dilling- 
ham property located between 
Honolulu and the Waikiki Area. 
The shopping center is an excellent 
example of the bold foresight and 
careful planning and development of 
property in the Islands. Although 
only half completed, the stores 
which have relocated in the Center 
are already experiencing sales well 
in excess of expectations. 


The three companies visited on 
this particular field trip were the 
Honolulu Paper Co., Ltd.; the Von 
Hamm-Young Co., Ltd.; and Lew- 
ers & Cooke, Ltd. On this first con- 
tact with Hawaiian companies, cer- 
tain characteristics were noted which 
are common to nearly all Island 
firms: 

1. Except for agricultural prod- 
ucts, few basic raw materials are 
available in the Islands, and no man- 
ufacturing from raw materials is 
done. The Honolulu Paper Co. im- 
ports bulk paper and converts it into 
the many forms necessary for local 
use such as stationery and merchan- 
dise cartons. Lewers & Cooke is a 
major importer and distributor of 
lumber and other building materials 
serving the local construction in- 
dustry. 

2. Partly because of the unique 
history of the Islands, most firms 
have a wide diversity of operations. 
The Honolulu Paper Co. is not only 
a paper converter, but is also a dis- 
tributor of office supplies and office 
furniture. The von Hamm-Young 
Co. is engaged in nearly 30 different 
businesses ranging from real estate 
ownership and development to de- 
signing and printing textiles for the 
_ garment industry. They are a major 
distributor of heavy goods such as 
machinery, automobiles and appli- 
ances, and non-durables such as 
drugs and liquor. They also distrib- 
ute about 35% of all alcoholic bev- 
erages consumed on the Islands. 

3. The most valuable and prized 
asset of an Island company is land. 
Both Lewers & Cook and the von 
Hamm-Young Co. (through its as- 
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sociated company, the Alexander 

Young Co.) own very valuable 

properties which are or will be in the 

process of development.—T. A. C. 
a oe 2 


Construction and 
Land Development 

Construction is one of the most 
important segments of the Hawaiian 


economy. To illustrate, $276,000,- | 


000 in bids were let in 1960 while 
tourism contributed to the economy 
$135,000,000; sugar, $127,000,000; 
pineapple, $125,000,000; and mili- 
tary spending, $365,000,000. For 
1961, an estimated $289,000,000 is 
planned or out on bid. This includes 
residential construction, construction 
of defense facilities, quarters for mil- 
itary dependents, industrial and com- 
mercial building, and state, local, 
and federal government construction 
projects, with defense and related 
construction constituting something 
less than half the total. 

There is no overall plan for the 
development of the Islands. A study 
is being made for a zoning plan on 
Oahu, and an interim plan is in 
effect for the Waikiki Area. How- 
ever, because so much of the land 
is held by perpetual estates, business 
firms, large individual landowners, 
and the government — all with re- 
sponsible management—an orderly 
development has taken place. 

It has been deemed necessary or 
prudent by the trustees of large 
estates, such as the Bishop Estate, 
to retain ownership of land, and 
through leasing, derive income: for 
the designated purposes of the es- 
tates. Other lands held by individ- 
uals or firms in land companies can- 
not be sold because the gain over 
the usual very low cost would be 
taxable as ordinary income. There- 
fore, a very large portion of the 
usable land in the Islands is devel- 
oped under leasehold. 

Since, under the terms of the 
leases, all improvements made by 
the lessee revert to the lessee at the 
termination of the lease, the lessor 
or landowner commonly makes all 
of the basic improvements himself. 
The cost of this original develop- 


ment is high, and is the major part 
of the estimated value of land when 
leases are negotiated. It is cost of de- 
velopment, not scarcity, that makes 
land values high in the Islands. 


Tunnels through the Pali to the 
windward side of Oahu have opened 
new areas for suburban living. The 
Kaneohe Ranch Co. is developing 
much of its holdings there for resi- 
dential use. 


Hawaiian Pacific Industries is a 
company which does much residen- 
tial development work and construc- 
tion. Most of their work is done for 
large landowners such as the Bishop 
Estate. The firm derives income not 
only from construction and develop- 
ment, but shares in rental income 
received from leases over a period 
of years. 

Henry Kaiser has a long-range 
program to develop a large area on 
the southeastern tip of Oahu. The 
area or locality to be formed will be 
known as Hawaii Kai. Most homes 
and commercial sites are to be 
leased. The first homes are now 
being built and sold.—T. A. C. 


* ok * 
The Pineapple Industry 


By Robert B. Johnson 
Schwabacher & Co. 

In terms of economic significance 
to Hawaii, pineapples rank third in 
importance .. . (first, of course, is 
federal expenditures for national de- 
fense; second is sugar; third is pine- 
apple production; and fourth is 


tourism ). 
Of the total value of agricultural 
output in Hawaii, approximately 


43% is derived from pineapples. In 
terms of land area in Hawaii pine- 
apple growing accounts for approxi- 
mately 75,000 acres. And, in terms 
of dollar value it is expected that 
this year’s production of pineapples 
will approximate $130 million. 

Hawaii far outproduces all other 
areas in the world combined in pine- 
apple. Although production in this 
state goes back more than a century, 
the industry did not reach substan- 
tial levels until after 1913. 


Pineapple cultivation passes 
through a four-year cycle between 
plantings. The first crop requires 


109 


about 18 months to mature ... the 
second and third crops grow on the 
already matured plants, and hence 
require only about 12 months. This 
is followed by new planting. 
Today, Hawaii is truly the home 
of the pineapple. Of that sold here 
in the United States approximately 
80% is grown on the Islands of 
Hawaii. The production of pine- 
apple is as important to Hawaii’s 
economy as wheat is to Kansas... . 
cotton to Louisiana... or oil to 


Texas. Literally thousands of Ha- 
waiians make their living in the 
pineapple industry. Wherever one 
goes in the Islands one encounters 
pineapple. Cal-Pak, for example, 
has a huge water tower which is 
shaped in the form of a pineapple— 
and this can be seen all over Hono- 
lulu. Canneries are located on vari- 
ous plantations, with millions of 
plants standing in rows covering 
rural areas in most of the Islands. 
Along the waterfronts of Hawaii’s 


Write for your free copy of the 1960 Annual Report to 


ALLEGHENY LUDLUM 4: 
STEEL CORPORATION 


Oliver Building, Pittsburgh 22, Pa. 


A major producer of stainless steels, electrical and magnetic steels, 
high-temperature-resistant metals, tool and die steels, 
valve steels and Carmet carbide materials. 
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ports many millions of cases of 
canned pineapple are loaded aboard 
ocean freighters each year. 

The Hawaiian Pineapple Co. 
(now Dole Corporation) was organ- 
ized in 1901 . . . the first pineapple 
pack, in 1903, was about 1,800 
cases. Since that time the pineapple 
industry has grown steadily. New 
methods of growing and of canning 
pineapple have been developed, re- 
sulting in one of the most modern 
and efficient agricultural operations 
in the world. Today, pineapple is no 
longer a tropical oddity but a staple 
American fruit. 

The industry is centered on five 
of the six main Islands — Oahu, 
Maui, Molokai, Lanai and Kaui. 
There are seven pineapple compa- 
nies .. . they operate 11 plantations 
and eight canneries. Three of the 
largest canneries are in Honolulu— 
less than five minutes from the cen- 
ter of the city. All together the pine- 
apple industry offers employment to 
about 23,000 people. In recent years 
production has averaged about 32 
million cases. 


Dole Plant Tour 


The Dole Corporation canning 
plant in Honolulu, like most of its 
sister plants, is a model of industrial 
efficiency. Here are produced pine- 
apple in slices, in chunks, in tidbits 

. and the pineapple also is 
crushed for the production of mil- 
lions of gallons of natural, unsweet- 
ened pineapple juice. 

From the pineapple shells bran 
for cattle feed is produced. 

Our tour through the Dole can- 
nery was most enlightening . . . and 
I am sure that, from now on, when 
any of us enjoy canned pineapple we 
will reflect more appreciatively upon 
the efficiency with which this crop 
is grown, harvested, canned and 
marketed. 


x * * 


Pearl Harbor 


Our group was afforded the dis- 
tinct privilege and very pleasant op- 
portunity of touring Pearl Harbor as 
guests of Rear Admiral E. A. Solo- 
mons, Commandant of the 14th 
Naval District. 

Some 19 years plus after Decem- 
ber 7, 1941, Pearl Harbor bears but 
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few scars to remind one of that Sun- 
day morning “a day that will live 
in infamy.” Nevertheless, I’m sure 
each one of us felt an unmistakable 
aura of deep emotion as we toured 
the Harbor in the Navy craft. 


Admiral Solomons in addition to 
commanding the 14th Naval Dis- 
trict, commands also the Hawaiian 
Sea Frontier which covers an area 
of more than 10 million square miles 
of ocean in the mid-Pacific—with 
Pearl Harbor as its hub. The 14th 
Naval District includes the shore- 
based activities of the Navy in this 
area. On the Hawaiian and other 
outlying islands, such as Midway 
and Kwajalein, its buildings and in- 
stallations have a combined value 
today of over $1.5 billion. Some 
22,000 Navy personnel, and 9,000 
Marines are based here, and the 
Pearl Harbor Naval Base is a com- 
plex of the major installations of the 
Naval District. 


Included among key activities at 
the Naval Base is the Naval shipyard 
—over 50 years old. As we toured 
this installation we came to realize 
why this is the largest industrial or- 
ganization in the entire Pacific. The 
shipyard has four dry docks, two 
marine railways, and many many 
shops . . . it services more than 800 
ships in an average year. On the 
shipyard payroll are nearly 5,000 
civilians thus making it Hawaii’s 
major employer. 

The submarine base represents 
another key activity. Here are lo- 
cated the headquarters of Pacific 
Fleet Submarine Force. In addition 
to the two squadrons of conven- 
tional submarines, there is also a 
squadron of missile-launching subs 
and a squadron of nuclear-powered 

subs. 

_ As many of us inferred upon the 
completion of our tour of Pearl 
Harbor, the Navy plays an impor- 
tant role in the economic life of 
Hawaii. All in all the Navy spends 
about $170 million every year for 
salaries, supplies and services in 
Hawaii . . . and over 20,000 Navy 
and Marine Corps men and their 
families contribute to and partici- 
pate in Hawaiian community life. 


—R.B.J. 
May-JUNE 1961 


Report from North American Aviation, Inc. 


Here is how 
North American Aviation 
has increased its sales 
by more than 400% 
in the past 10 years 


(and an indication of 
what the future holds) 


In 1951, North American Aviation, then a leading air- 
craft manufacturer, had total net sales of $177,675,354. 
In the fiscal year ending September 30, 1960, North 
American’s sales exceeded $964,000,000—an increase of 
over 400% since 1951. 

This growth picture is the result of a sound diversi- 
fication program into the fields of the future: electronics, 
space, nuclear power, rocket engines, and advanced aero- 
space vehicles. The diversification program is the result 
of extensive research, development, and test programs 
carried on by NAA during the past ten years. The fol- 
lowing seven achievements are some of the results of 
those programs: 

1) INERTIAL NAVIGATION —first navigation system accurate 


enough to guide America’s nuclear-powered Polaris submarines 
was produced by NAA’s Autonetics Division. 


2) ROCKET PROPULSION — Rocketdyne Division produced the 
rocket engines that have launched more than 300 of America’s 
major missile and space flights. 


3) MACH 3 FLIGHT—The B-70 Valkyrie, the Free World’s first 
Mach 38 (2000-mph) jet airplane, is now being built at the Los 
Angeles Division. 


4) NUCLEAR POWER-— Snap 2, the first compact nuclear reac- 
tor for producing electricity in space vehicles, was developed by 
Atomics International Division. 


5) NAVAL AIR POWER-—Navy’s new A3J Vigilante attack 
bomber, the most versatile Mach 2 airplane in the world today, 
was built by the Columbus Division. 


6) ELECTRONIC COMPUTERS—Autonetics’ Recomp II was the 
first all-transistorized compact digital computer built for indus- 
trial and scientific use. 


7) AEROSPACE FLIGHT — rocket-powered X-15, built by Los 
Angeles Division, will take man higher (100 miles) and faster 
(4000-mph) than he has ever flown. 

This is an impressive record, yet even now North 
American is engaged in research and development pro- 
grams that are unparalleled in the company’s history. 


NORTH AMERICAN AVIATION 4 


DIVISIONS: ATOMICS INTERNATIONAL, AUTONETICS, COLUMBUS, 
LOS ANGELES, ROCKETDYNE, SPACE & INFORMATION SYSTEMS 


At work in the fields of the future 


Master plan of billion-dollar St. Louis redevelopment. 


Progress, resources and power aplenty 
make industry grow in booming St. Louis 


PLENTY OF PROGRESS 


The St. Louis area—The Strategic Center of America— 
has become a virtual beehive of industrial and civic ac- 
tivity . . . new factories going up . . . new multilaned 
highways. . . a new spirit of progress everywhere. 


PLENTY OF RESOURCES 


Central Location: St. Louis is near the geographical cen- 
ter of the United States, and within 100 miles of the 
population center of the nation .. . a population center 
moving steadily toward the city. 


Excellent Transportation: 18 trunk-line railroads, exten- 
sive air and highway transport facilities, the nation’s 
largest river traffic system . . . feed the city. 


Unlimited Water Supply for Industry ... from two of the 
world’s mightiest rivers, the Mississippi and the Missouri. 


Highly Skilled, Diversified Labor: No single industry 
employs more than 8% of the total labor force. Almost 
any need can be largely met by the labor pool already 
in existence. 


PLENTY OF LOW COST POWER 


Union Electric System can meet the largest industrial 
requirements. During the past ten years, Union Electric 
has spent $420 million, nearly doubled its capacity. $290 
million more has been allocated for expansion during the 
next five years. 


UNION ELECTRIC 


Business Managed, Investor Owned, Serving Two Million People 


THE City. By Paul Ferris, New 
York: Random House. 224 


pages. $5.00. 
Reviewed by WARREN BURNS 


Having recently returned from 
“The City,” (London’s financial 
center) and having had the oppor- 
tunity of meeting many of the men 
who make The City hum, this re- 
viewer will — unequivocally — state 
that this book is an excellent intro- 
duction to the men and money of 
that fascinating area, 

And as for the author’s statement 
that “the pleasures of antiquity tend 
to put a break on progress,” I can’t 
very well document my disagree- 
ment—having been in London only 
six days—but my running (sic) ob- 
servation would be that despite the 
pleasures of antiquity, progress is 
their most important product. 

Chapters deal with: A View of 
the City; Stock Market Men; The 
Bill Broker’s Career; Merchant 
Banks of Olde England; How They 
Do It at Hambros; Sterling Crisis; 
The Bankers’ Tribunal; The City’s 
Gold; £40,000,000 for a Shop; and 
The Optimists of Lloyd’s. 

Mr. Robert Allan, a member of 
“The City” (being a director of The 
Financial Times) and a Conserva- 
tive Member of Parliament for Pad- 


FLINTKOTE Diversified Products For Home and Industry 
THE FLINTKOTE COMPANY 


NEW YORK 20, N, Y, 


quarterly dividends have been declared as follows: 


Common Stock": $.30 per share 

$4 Cumulative Preferred Stock: $1 per share 

$4.50 Series A Convertible 2nd Preferred Stock: $1,122 per share 
$2.25 Series B Convertible 2nd Preferred Stock: $.56¥% per share 


| 3 st consecutive 
~ dividend 


May-JUNE 1961 


These dividends are payable June, 15, 1961 to stock- 
holders of record at the close of business May 19, 1961 


JAMES E, McCAULEY, Treasurer 
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dington South, told me that he 
concedes Mr. Ferris’ book as being 
well done. However, one can sense 
among “The City men” themselves 
that the book leaves much to be 
desired — but then that’s so with 
every profession; i.c., the men who 
spend their lives in it would never 
concede that an outsider could un- 
derstand it. 

However, the important point 
here is that this book was not meant 
for the “insiders,” but rather for the 
“outsiders;” and a careful reading by 
the latter will put them au courant 
with much of the City’s local and 
world-wide money problems if not 
with all of its ancient mystery. 

And for a City, which is older 
than records (it was mentioned prior 
to A.D. 61), the author’s final chap- 
ter on the “Lord Mayor of London” 
makes delightful reading. 

For readers whose appetite may 
first be whetted by this book, there 
are two other, relatively recent, 
books which might interest them: 
“How the City Works,” by Sir Oscar 
R. Hobson; and “Something in the 
City,” by Sir John Benn. Sir Oscar 
—dean of Britain’s financial writ- 
ers — spoke two years ago to the 
visiting members of The New York 
Society of Security Analysts, on the 
latter’s initial visit to London, 
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THE NEw CapPiTALists. By Lewis 
O. Kelso and Mortimer J. Adler. 
New York: Random House, Inc. 
109 pages. $9.50. 


Reviewed by FRANCES HAIDT, 
HERZIG, FARBER & MCKENNA 

Were President Kennedy and Sec- 
retary of Labor Arthur J. Goldberg 
more philosophical, they would rec- 
ognize that the 5,705,000 jobless 
today—tar from being a problem— 
represents progress. Unemployment, 
according to Authors Kelso and 
Adler (both directors of the San 
Francisco Institute for Philosophical 
Research), is natural and desirable. 
A policy of full employment (Labor 
leaders Meany and Reuther please 
note) is irrational and socialistic. 

Technological changes result in 
labor progressively producing less, 
and capital producing more of our 
Gross National Product. In a par- 
allel manner, what seems to be in 
the offing is a shrinking of the labor 
force and an expansion in the ranks 
of capitalists. Thus, the solution to 
unemployment is to switch classes. 

Certainly we working Financial 
Analysts acknowledge becoming “a 
new capitalist” as the American 
dream. Were it not for insufficient 
funds we would leave off tearing into 
securities and start clipping coupons. 
Our authors mean to see that we get 
the necessary financing. 

Instead of such Marxist’s pallia- 
tives as unemployment compensa- 
tion and food packages, a capitalist 
government would make loans read- 
ily available for the purchase of in- 
come producing equities. 

Since no red — excuse me, blue, 
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YUy CALIFORNIA-PACIFIC ! 
W/ UTILITIES COMPANY 


Quarterly dividends payable June 15 
to shareholders of record June 1, 
have been declared at the following 
rates per share: 

5% Preferred... .. 25¢ 
5% Convertible Preferred . 25¢ 
5.40% Convertible Preferred 27¢ 
5¥2% Convertible Preferred 2742¢ 


Common . 22%¢ 
D, if Ley, VICE-PRES. & TREAS. 
May 10, 1961 
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so sorry — true-blooded American 
would suggest redistribution of exist- 
ing wealth to achieve this objective 
“The New Capitalists” plan is linked 
to new capital formation; i.e. they 
propose to create new capitalists 
concurrently with the formation of 
new capital. 

It appears that our conventional 
methods of financing corporate en- 
terprises are based on antiquated 
Franklinian traditions of thrift and 
toil. These are leading us to peri- 
odic recessions and depressions and 
in turn to the socialization of capital. 
(Our only alternative is the com- 
plete failure of our economy). In 
its place, Authors Kelso and Adler 
have a program for capital financing 
without savings. 

To preserve our free enterprise 
system a new government agency a 
la F.H.A., which they dub C.D.LC. 
(Capital Defusion Insurance Corpo- 
ration) will be set up to insure banks 
which will finance security acquisi- 
tion, via non-recourse loans, to in- 
dividuals seeking to buy new issue 
equities. Lehman and Lomasney 
and colleagues get ready. 


THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
155th Common Dividend 


The Board of Directors has declared 
a regular quarterly dividend of 60c 
per share on the Common Stock, $7 
Par Value, of the Company, payable 
on June 1, 1961, to stockholders of 
record at the close of business on 
May 15, 1961. 


At the same time the Board of 
Directors also declared a three-for- 
one stock split of the Company's 
Common Stock, $7 Par Value, pay- 
able to stockholders of record at 
the close of business on May 15, 
1961, by the issuance of two addi- 
tional shares of such stock for each 
share of such stock outstanding on 
said date. 


The regular cash dividend of 60c per 
share declared today is payable only 
on the shares outstanding before 
the stock split. 

GEORGE SELLERS, Secretary 
April 13, 1961 
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Yes, this program would give sub- 
stantial economic power to the gov- 
ernment, but since the government 
would be merely “umpiring the rules 
of the economy, without becoming 
one of the players” (whatever that 
means) the sanctity of private cap- 
ital will be preserved and we will 
remain free. 

The criteria of eligibility: who 
will determine who gets the loans 
and for what amounts and for which 
issues are not spelled out. It is sug- 
gested however that some prefer- 
ence might be given to those with 
higher educational standards and 
that those with smaller amounts of 
capital be given the safer, or do they 
mean surer, stocks. This whole 
topic, however, is but a minor ad- 
ministrative problem, unimportant 
compared to the construction bene- 
fits which will ensue. 

Not only will this financed-capi- 
talist plan convert our present econ- 
omy into a truly capitalist society, 
but it will win the cold war, develop 


underdeveloped areas, promote tech- . 


nological improvement, control in- 
flation, remove stock speculation, 
raise educational levels, stimulate 
creativity and give impetus to self- 
improvement. In fact the millen- 
nium will be reached without the 
coming of the Messiah. 

This universal panacea would be 
brushed off as pure hogwash were it 
not for the professional standings of 
its authors and the status of its pub- 
lisher. Any humorous aspects of this 
proposal are negated by an overlay 
of ‘“McCarthy-like” apologia and 
“intellectual” snobbism. 


ECONOMIC THEORY AND OPERA- 
TIONS ANALYSIS. By William J. 
Baumol. Prentice-Hall, Engle- 
wood Cliffs, N. J., 1961. 483 
pages, $9.00. 

Reviewed by FRANCIS J. CORRIGAN, 
SAINT LOUIS UNIVERSITY 
There are few today who will 
not agree that science, technology, 
mathematics and economic theory 
are assuming an ever-increasing role 

in policy determination in many im- 

portant phases of business opera- 

tions. The growing realization from 
the point of view of the educator 


as well as the businessman and the 
Financial Analyst is not only that 
scientific research will be the main 
source of a greatly increased supply 
of new products, materials and ser- 
vices but that the scientific point of 
view is becoming no less important 
in supplying answers to a wide range 
of business questions. 

A corollary of this development 
is that the person who possesses a 
working knowledge of the rigorous 
tools of mathematical economics 
will have a marked advantage over 
those who lack such orientation. 
Even now a fair degree of sophisti- 
cation in the use of modern mathe- 
matical and statistical concepts is 
required to make meaningful deci- 
sions for such business problems as 
the best method for handling inven- 
tory levels, controlling the flow of 
materials, determining advertising 
budgets, and analyzing cost or sales 
information. 

For those seeking both a system- 
atic exposition of microeconomic 
analysis as well as an intuitive grasp 
of the many recent developments in 


| BOSTON EDISON 
COMPANY 


Preferred Dividend 


A quarterly dividend of $1.06 
per share has been declared 
payable on the first day of 
May 1961 to stockholders of rec- 
ord at the close of business on 
April 10, 1961 of the Company’s 
Cumulative Preferred Stock, 
4.25% Series. 


Preferred Dividend 


A quarterly dividend of $1.20 
per share has been declared 
payable on the first day of 
May 1961 to stockholders of rec- 
ord at the close of business on 
April 10, 1961 of the Company’s 
Cumulative Preferred Stock, 
4.78% Series. 


Common Dividend No. 288 


A quarterly dividend of 75 cents 
per share on the Common Stock 
of the Company has been de- 
clared payable on the first 
day of May 1961 to stockholders 
of record at the close of business 
on April 10, 1961. 

Checks will be mailed from 
Old Colony Trust Company, 
Boston. 

ALBERT C. McMENIMEN 


Treasurer 


Boston, March 21, 1961 
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mathematical economics, Professor 
Baumol’s text could not appear at a 
more opportune time. In the four 
broad sections of his penetrating 
analysis, Professor Baumol discusses 
such subjects as input-output, activ- 
ity analysis, linear programming, 
game theory and decision theory. 
For those who might find some of 
the mathematics a little esoteric, Dr. 
Baumol has thoughtfully provided a 
separate chapter on differential cal- 
culus which is the only mathematical 
background necessary for a com- 
plete understanding of the material 
presented. The book is amply illus- 
trated and is recommended for stim- 
ulating reading. 


AN INFLATION PRIMER. By Mel- 
chior Palyi. Henry Regnery Com- 
pany, Chicago, 1961. 150 pages, 
$4.00. 


In the opening page of this little 
book, Dr. Palyi quotes from Mon- 
tesquieu’s “Spirit of the Laws” that 
“the tyranny of a prince in an oli- 
garchy is not so dangerous to the 
public welfare as the apathy of a 
citizen in a democracy.” With this 
familiar passage, Dr. Palyi sets the 
pervasive theme of his book that 
modern inflation is a pernicious 
disease and if society through ig- 
norance, indifference or bland ac- 
ceptance permits the termites of 
inflation to continue to nibble away 
the purchasing power of the dollar, 
the inevitable harm to our nation, 
its institutions, and the way of life 


COMMON DIVIDEND 
No. 112 


The Board of Directors to- 
day declared the following 
dividend: 

22), cents per share on the 
Common Stock, payable 
Ge 15, 1961 to stock- 
olders of record at the 
close of business May 15, 
1961. 


The Goodyear Tire & Rubber Co. 
By R. L. Miller, 


Secretary 
April 3, 1961 


THE GREATEST NAME IN RUBBER 


May-JUNE 1961 


of its citizens, will not be pleasant 
to contemplate. 

Dr. Palyi, who taught in Berlin 
during the great German inflation of 
1923, traces the destruction and dis- 
integration of the German economy 
and shows how the uncontrolled in- 
flation in that country headed to- 
ward the grand finale: total repudi- 
ation of the currency. As an instruc- 
tor in a Berlin college, Dr. Palyi saw 


his salary rise from an inflated 
10,000 marks in early 1922 to 
10,000,000 marks by July, 1923. 
The rotting mark and the necessity 
of trying to meet the skyrocketing 
cost of living forced a change in his 
salary payments. His salary, which 
was formerly paid twice a month, 
now had to be paid twice a day, in 
the morning and in the afternoon. 

In non-technical language, Dr. 


Last year, Mountain Fuel Supply Company recorded new 


highs in sales, earnings, dividends and number of 


customers. A fully-integrated natural gas utility, the 


Company serves the rapidly expanding Utah-Wyoming 


area. It recently acquired an important additional source 


of gas supply, which, coupled with its past record of 


development and growth, makes its future look bright. 


Highlights of 1960 


(and comparison with 1959) 


1960 1959 
Gas sales (billions of cubic feet)... 81.6 69.6 
Total gas revenues.............-......-....- $33,490,693 $28,528,855 
Netiincome 32-0 fee ne $ 4,085,634 $ 3,871,619 
Net income per share__.................... $1.87 $1.77 
Dividends per share......................- $1.25 $1.20 
Book value per share............._....... $20.06 $19.44 
Number of customers...............--..... 173,524 165,663 


Dividends have been paid each year since its organization in 1935, 
Listed on New York Stock Exchange — Symbol MFS. 


1960 Annual Report will be 
sent upon request. Address: 
Secretary, Mountain Fuel 


Supply Company, P. O. Box 989 


Salt Lake City 10, Utah 


180 East First South 


Mee U ral 


GAS 


MOUNTAIN FUEL SUPPLY COMPANY 


Salt Lake City 10, Utah 
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Palyi unravels the skeins of our 
monetary, credit and fiscal policies 
and their impact on the purchasing 
power and foreign value of the dol- 
lar. For those concerned about the 
nation’s recent gold loss, Dr. Palyi 
provides an analysis of the gold 
crisis and what might be done to 
alleviate the problem. 

If society and the Kennedy Ad- 
ministration are seeking an opera- 
tive philosophy for diagnosing the 
syndrome of inflation, Dr. Palyi has 
the answer: balance the budget and 
stop the monetization of the national 
debt by the Federal Reserve System. 

—F.J.C. 


THE QUALITY AND ECONOMIC 
SIGNIFICANCE OF ANTICIPATIONS 
Data. A Conference of the Uni- 
versities—National Bureau Com- 
mittee for Economic Research— 
—A Report of the National Bu- 
reau of Economic Research, New 
York. Princeton, N. J. Princeton 
University Press. 466 pages. 
$9.00. 


Reviewed by PHILIPP H. LOHMAN, 
UNIVERSITY OF VERMONT 

The economics of expectations as 
a professional discipline is distinctly 
a postwar development. To be sure, 
for several decades there have been 
theoretical speculations as to the 
nature and role of anticipations in 
economic processes. But it took the 
amassing of a plentiful supply of 
statistics to change the study of ex- 


pectations from a mere surmise to 
that of the preparation of systematic 
treatises. 

A conference, held at Princeton, 
took a hard look at available data 
stemming from such sources as the 
investment - intentions survey con- 
ducted jointly by the U. S. Depart- 
ment of Commerce and the S.E.C.; 
the consumer-intentions survey con- 
ducted under the auspices of the 
Board of Governors of the Federal 
Reserve System by the Survey Re- 
search Center at the University of 
Michigan; the Illinois employers’ 
labor force anticipations and the 
Midwest region railroad shippers’ 
carloadings forecasts; the McGraw- 
Hill’s survey on anticipated capital 
goods expenditures; and others. 


In the introduction, Profs. Albert 
G. Hart, Franco Modigliani, and 
Guy H. Orcutt say that the papers 
contained in this volume are quite 
different from papers written earlier 
in this field, for here “The predic- 
tive value of expectations is system- 
atically studied to aid us in fore- 
casting, to tell us what kind of in- 
formation the stated expectations 
contain, and to give clues to how 
the economic process (jointly with 
other social processes) generates ex- 
pectations.” 

In Part I, forecasting in relation 
to business requirements and to gov- 
ernment policy-making is consid- 
ered. Part II deals with the for- 
mation of business and consumer 
expectations. It includes a “revalu- 


ation of the railroad shippers’ fore- 


cast’ which concludes with this 
encouraging note: “. . . it appears 
likely that by simple adjustments to 
filter out bias we can transform the 
shippers’ forecast into a workable 


source of data on what businessmen 


expected about the physical volume 
operations, and thus go a long way 
toward rescuing expectational inter- 
pretations of the past from the limbo 
of the unobservable.” 


Part III reports on “The Predic- 
tive Value of Consumers Union 
Spending-Intentions Data” and on 
“The National Industrial Conference 
Board Survey of Capital Appropria- 
tions.” It includes, what one par- 
ticipant calls, “a rather tantalizing 
glimpse into a body of data” in the 
paper by Mr. James J. O’Leary, of 
the Life Insurance Association of 
America, on “Forward Investment 
Commitments of Life Insurance 
Companies.” He feels that “much 
more thought and careful study need 
be given to the forward commitment 
data, but it seems that they are of 
possible aid in forecasting (1) the 
outlook for the capital market and 
interest rates, (2) developments in 
residential construction, and (3) 
business plant and equipment ex- 
penditures.” 

The last part of this attractively- 
presented and well-written volume 
brings together reviews of statistical 
data series already considered at 
earlier conferences—capital expen- 
ditures forecasts by individual firms; 
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CONSOLIDATED 
i NATURAL GAS 


: COMPANY 

i 30 Rockefeller Plaza 

& New York 20, N. Y. 
Time BOARD OF DIRECTORS has 
this day declared a regular quar- 
terly dividend of Fifty-Seven 
and One-Half Cents (57142¢) 
per share on the capital stock of 
the Company, payable May 15, 
1961 to stockholders of record 


at the close of business April 
17, 1961. 


JOHN MILLER, Secretary 
March 28, 1961 


DIVIDEND No. 53 


ANNUAL its 
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NATIONAL 
BATTERIES, INC. 


Manufacturers of a complete 
line of automotive, industrial 
and military storage batteries 


plus motive specialties. 


A REGULAR 

QUARTERLY DIVIDEND 
of 30c per share on Common 
Stock, was declared by the 
Board of Directors on April 11, 
1961 payable June 15, 1961 
to stockholders of record on 
June 1, 1961. 


A. H. DAGGETT 
Chairman 


ST. PAUL 1, MINNESOTA 


SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 
Common Stock Dividend No. 89 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able June 14, 1961 to 
stockholders of record at the 
close of business on May 
31, 1961. 

W. S. TARVER, 
Secretary 
Dated: April 29, 1961. 
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comments on the predictive quality 
of the McGraw-Hill surveys; and, an 
analysis of the results of the Depart- 
ment of Commerce-Securities and 
Exchange Commission annual sur- 
vey of business investment anticipa- 
tions. A paper on “The Value of 
Anticipations Data in forecasting 
National Product” concludes the 
book. Expert economists have sub- 
mitted comments on each paper. 


To a Financial Analyst the use of 
anticipations data will be most like- 
ly direct forecasting. To the authors, 
anticipations data are “one of our 
basic sources of evidence on how 
firms and households make the de- 
cisions which in our decentralized 
society guide the whole course of 
economic development. To account 
satisfactorily for economic change, 
we need to develop and test hy- 
potheses about the way experience 
shapes people’s view of the future, 

»the way this view of the future 
shapes their decisions, and the way 
further experience reshapes fore- 
casts and plans. The resulting in- 
sights in turn can enhance our abil- 
ity to forecast.” 


Much research remains to be done 
in this field. Every expectation, for 
example, is held with some degree 
of uncertainty. Is it possible, so 
economists wonder, to ask people 
to give us “confidence limits” for 
some estimates? Could they tell us 
whether they ever have different 
“strategic assumptions’’ about a 
single variable for different planning 


Board of Directors has declared for 
quarter ending June 30, 1961 DIVI- 
DEND of ONE and ONE-HALF 
(1-%%) PER CENT or $1.50 per 
PREFERRED STOCK, 
payable July 20, 1961 to shareholders 
of record July 6,.1961. 


share on 


Also declared a DIVIDEND of $.45 
per share on COMMON STOCK, 
payable June 1, 1961 to shareholders 
of record May 10, 1961. 


Thomas Welfer 
Secretary 


Pittsburgh, April 27, 1961 
ee A a 
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problems in hand simultaneously, so 
as to play safe over a range of pos- 
sibilities? Or take the forecasting 
of inventory investment, a field in 
which “the Analyst has little on 
which to rely with confidence.” 
Here, too, more experience and ex- 
perimentation are necessary to form 
a judgment on the usefulness of an- 
ticipations data. The achievements 
of the Dun and Bradstreet data and 
those of the Fortune survey “while 
encouraging, are inconclusive.” But 
economists are not pessimistic. They 
say: “The success of capital spend- 
ing intentions as predictors leads one 
to hope that expectations data on 
stocks and sales, properly collected 
and interpreted, can similarly assist 
in forecasting inventories.” 
Financial Analysts would do well 
to keep an eye on this rapidly de- 
veloping field of the economics of 
expectations. This volume should 
certainly be in their libraries. 


ROCKWELL 


R 


STANDARD 


DECLARES REGULAR DIVIDEND. 
OPTIMISM STRESSED 
AT ANNUAL MEETING 


The Board of Directors has today 
declared a regular quarterly dividend 
of fifty cents (50¢) per share on the 
Common Stock of the Company, 
payable June 10, 1961, to share- 
holders of record at the close of 
business May 18, 1961. 


A. A. Finnell, Secretary 
April 17, 1961 


Rockwell-Standard serves: 
Transportation * Construction 
Agriculture ® Petroleum 
Public Utilities * General 
Industry and Government 


Rockwell-Standard produces: 
Axles * Transmissions 
Torque Converters 
Leaf and Mechanical Springs 
Bumpers ® Cushion Springs 
Brakes ® Forgings * Stampings 
Grating * Universal Joints 
Executive Aircraft 
Lighting Standards 
Gas and Liquid Filters 


CORAOPOLIS, PENNSYLVANIA 


MEN, MONEY AND MOTIVATION. By 
Arch Patton. McGraw-Hill: New 
York. 233 pages. $7.50. 


Reviewed by LANCASTER M. GREENE 


Whether a Financial Analyst is to 
attain growth for his clients may de- 
pend on whether top level compen- 
sation of his company choices adds 
that plus factor all the way down 
the company executive totem pole. 

This intriguing conundrum is well 
posed by Author Arch Patton, a 
director of McKinsey & Co., man- 
agement consultants. 

The pay of foremen and chief 
clerks is still tied to that of the wage 
earners. 

The key functional positions in an 
organization possess values that vary 
with the economics of the business, 
the strengths and weaknesses of the 
chief executive, and the environment 
in which the company operates. 

How are you to pay an executive 


FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends: 


The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day declared the following quarterly 
dividends: 
50¢ per share on Common Stock. 
2834¢ per share on the 4.6% 
Cumulative Preferred Stock. 
Common Stock dividends are payable 
April 15, 1961 to stockholders of 
record at the close of business March 
31, 1961. 
Dividends on the 4.6% Cumulative 
$25 par value Preferred Stock are pay- 
able June 15, 1961 to. stockholders 
of record May 29, 1961. 
RoBert A. WALLACE 
Vice President and Secretary 


March 14, 1961 
Bogota, New Jersey 


MINNEAPOLIS GAS 
COMPANY 


739 Marquette Avenue 
Minneapolis 2, Minnesota 


Common Stock Dividend 


The Board of Directors of Minne- 
apolis Gas Company, at a meet- 
ing held on April 19, 1961, de- 
clared a dividend of 40 cents 
per share payable in cash on 
May 10, 1961, to common 
stockholders of record as of the 
close of business April 28, 1961. 


G. T. MULLIN, President 
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enough to motivate him or to attract 
the ability essential for the success 
of business? Mr. Patton documents 
theory with examples from his rich 
experience as a consultant. 

How are you to find that execu- 
tives of a company are “running 
scared” as they are promoted, or 
merely act as though “they had it 
made?” 

How are you to upgrade incentive 
for outstanding industrial perform- 
ance? 

Mr. Patton finds in 13 indus- 
tries that the top-paying companies 
doubled the average profit gain and 
had 10 times the profit increment of 
the poorest paying companies. 

Mr. Patton gives interesting ex- 
amples of successful compensation 
policies—and also plans which “de- 
veloped” weak companies. 

A 10-year survey of 71 large 
companies in five major industries 
shows that high executive pay pro- 
duced high profits. 

“What are the salaries of your six 
top executives?,” may well become 
a standard question asked by Finan- 
cial Analysts. 

Executive compensation is shown 
by Arch Patton to be a most impor- 
tant instrument of leadership. 


The UNITED Corporation 


The Board of Directors has 
declared a dividend from Net 
Investment Income of 10 
cents per share on the COM- 
MON STOCK, payable June 
13, 1961 to stockholders of 
record at the close of busi- 
ness May 26, 1961. 


Wo. M. HICKEy, 
President 
April 18, 1961 


PUGET SOUND POWER 
& LIGHT COMPANY 


Common Stock Dividend 
No. 71 


The Board of Whirectors has de 
clared a dividend of 39c per share 
on Common Stock of Puget Sound 
Power & Light Company payable 
May 15, 1961, to stockholders of 
record at the close of business 
April 21, 1961. 


J. H. CLrawson 
President 
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Annual Session on Security Markets and 
Security Analysis to Start in New York June 12 


This year’s Eleventh Annual Ses- 
sion on the Nature and Operation 
of Security Markets and Security 
Analysis is scheduled to start Mon- 
day, June 12, in the building of the 
New York Chamber of Commerce. 

Presented each year, in New York 
City, by the University of Vermont 
and the New York Financial Com- 
munity, the “Economics of Capital 
Formation” is directed by Dr. 
Philipp H. Lohman, Converse Pro- 
fessor and chairman of the Univer- 
sity’s Department of Commerce and 
Economics. 

The six-week course (June 12 
through July 21) “is designed to 
give students a better understanding 
of the social and economic functions 
of the institutions which constitute 


the financial industry.” Moreover, 
“it is aimed to instill in students an 
awareness and understanding of the 
contributions of the financial com- 
munity to a dynamic and stable 
national economy. In so doing it 
helps to narrow the chasm which 
exists between the campus and the 
market place.” 

As in previous years, the 1961 
course will be highlighted with lec- 
tures by outstanding men in their 
respective fields. The two New York 
stock exchanges will be visited, as 
well as the Federal Reserve Bank of 
New York and security houses. 

Space precludes a complete listing 
of the 60-odd topics and speakers. 
For further information, contact Dr. 
Philipp H. Lohman, University of 
Vermont, Burlington, Vt. 


service like it! 


Dept. F-10 


NEW! REVOLUTIONARY! — 


Determine Trading Potential 


Of Any Listed Common Stock 


AT A GLANCE 
Follow The Lead Of Market Experts 


COMPREHENSIVE HIGH SPEED COMPUTER REPORTS GIVE 


PROPORTIONATE 
VOLUME RATING 


INTEGRATES CAPITALIZATION & TRADING ACTIVITY 


Take only 15 minutes weekly to identify those active 
stocks which professional analysts spend hundreds of 
hours searching out. Our exclusive high speed com- 
puter automatically measures supply and demand... 
focuses attention on stocks which are trading in pro- 
portionately greater volume on a rising price trend 
(factor reflects volume, outstanding shares, closing 
price). Every common stock is compared with Dow 
Jones. Cumulative averages are reported. No other 


Weekly Reports Air Mailed Every Friday 
Annual NYSE Service — $60... ASE $40 
COMBINED $90 


TRIAL OFFER Comprehensive trading man- 


ual shows how to make most 
effective use of this service, plus 4-week NYSE & 
ASE Service, reporting on nearly 2,000 stocks. Send 
only $6.50. Your Money refunded in full if not satis- 
fied after 3 weeks trial. 


VOLUMATIC Data Processing Co. 


Silverton, Oregon 
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Dow-Jones ‘On the Nose’ 

At the 1960 session of the Finan- 
cial Analysts Seminar at Beloit, esti- 
mates were made by the registrants 
of what the Dow-Jones Industrial 
Average would be on March 1. 
Eighty-six registrants turned in esti- 
mates. They ranged from a high of 
743.13 to a low of 395.00. The 
arithmetic mean of the estimates 
was 614.07, and the median was 
604.50. 


The Average closed at 663.03 on 
March 1. The winner of the contest, 
with an estimate of 660.00 was Mrs. 
Susan C. Cuningham, private invest- 
ments, of Scarsdale, New York, a 
member of the New York Society. 
Her award is payment by the Semi- 
nar of her registration fee at the 


Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 45 
252 cents per share; 


4.24% SERIES 
Dividend No, 22 
261/2 cents per share; 


4.78% SERIES 
Dividend No. 14 
297/s cents per share; 


4.88% SERIES 
Dividend No. 54 
3012 cents per share. 


The above dividends are pay- 
able May 31, 1961, to stock- 
holders of record May 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 31. 


P, C. HALE, Treasurer 


April 20, 1961 


Richmond Convention. Mrs. Cun- 
ingham is one of six women who 
attended the 1960 session of the 
Seminar. 


‘Clean or Cleaned’? 

Perhaps it’s the “rapid mobility” 
of the “fast buck” in the United 
States that makes it the cleanest. 
At any rate, the foreign newspaper 
“France Soir” reports that a French 
Government project for disinfecting 
world-wide banknotes found that the 
U. S. dollar is “the cleanest.” 

Banknotes of other countries, in 
order of cleanliness, were: French, 
Katanga (only recently a country), 
French African, Moroccan, Argen- 
tine, Spanish, Chinese Nationalist 
and Greek. 


Air REDUCTION 


Company, Incorporated 
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COMMON STOCK DIVIDEND 


The Board of Directors has de- 
clared a regular quarterly divi- 
dend of 62!4¢ per share on the 
Common Stock of the Company, 
payable on June 5, 1961, to 
holders of record on May 18, 
1961. 


April 26, 1961. 
T. S. O'BRIEN, Secretary 


American Metal 
Climax, Ine. 


COMMON STOCK 
Dividend No. 142 


The Board of Directors has de- 
clared a dividend of Thirty- 
five Cents (35¢) per share on 
the Common Stock payable 
June 1, 1961 to stockholders 
of record at the close of busi- 
ness on May 22, 1961. 


D. J. DONAHUE, 


Treasurer 
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Letters . «. . 


So It Goes 
Editor: 

Here at Computer Research Asso- 
ciates we were especially interested in 
Mr. Conant’s article on possible uses 
of electronic data processing in the 
securities market — because we are 
now programming securities on a 
somewhat similar basis. 

Incredible as it may seem, we run 
the entire New York Stock Exchange 
list against an ‘ideal’ growth stock, 
project earnings and growth to 1965, 
and then add the chances for an in- 
erease in price. After the proper in- 
formation and program, we can ac- 
complish this task (1,200 separate 
issues) in about two hours. Our new 
program for newer computers can do 
this in 15 minutes. 

Our thanks again for this very per- 
ceptive article! 


Burton M. Moore 
Computer Research Associates 


Se ce 


Difference of Opinion 
April 24, 1961 
Editor: 

I read with interest the article en- 
titled “Investment Companies: Per- 
formances vs. Charges,” which ap- 
peared in your January-February and 
March-April, 1961 issues. Since the 
article concludes that “consideration 
of past results would tend to make 
the authors lean toward investment in 
a closed-end investment company,” I 
think it is appropriate to comment on 
(1), the records of closed-end compa- 
nies as compared to open-end com- 
panies prior to the starting date of the 
authors’ study, and (2), one aspect of 
the authors’ method of statistical 
analysis. 

First, the base date for their studies 
was January 1, 1942. This represents 
an extraordinarily favorable starting 
point for U. S. & Foreign Securities 
and Tri-Continental Corporation 
(which, in the authors’ words, were 
“unquestionably the best perform- 
ers”). By the same token, however, 
1942 would have represented a very 
unfavorable termination point had the 
authors decided to take this date for 
the end of their comparison rather 
than the beginning. For example, the 
market price of U. S. & Foreign Se- 
curities was 7/8 on January 1, 1942, 
or about 96% below the 1929 high of 
24. (No dividends whatever were paid 
in this period). On the same date the 
price of Tri-Continental was 3/4, rep- 
resenting a decline of about 97% from 
the 1929 high of 57 (after adjustment 
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for 75e of dividends paid for the entire 
period). 

It would seem apparent, then, that 
with prices at these sharply depressed 
levels the 1942 base is a peculiarly 
favorable one for any comparison of 
closed-end investment companies. In- 
deed, the average price for the first 5 
of the 10 periods compared in the 
article was 8-1/8 for U. S. & Foreign, 
and 4-1/4 for Tri-Continental, both 
average prices being sharply below 
the 1929 highs and the current prices. 
It goes without saying that a major 
factor in the sharp declines and rises 
was the aggressive use of leverage by 
both companies. 

By way of comparison, open-end 
companies did very well indeed over 
this 1929-1942 period. For example, a 
leading common stock fund declined 
from $10.17 (offering price) at the 
1929 high to $4.75 (adjusted for re- 
invested dividends) on January 1, 1942 
—a decline approximately one-half as 
great as those reported above. A lead- 
ing balanced mutual fund had a 1929 
high offering price of $18.89 and a net 
asset value of $18.11 (adjusted for 
reinvested dividends) on January 1, 
1942. For this balanced fund, then the 
price decline of 9% was less than one- 
tenth as great as that of the closed- 
end companies. The conclusions drawn 
from the comparative performance in 
this challenging period would, there- 
fore, be quite different from those 
drawn by the authors. 

With respect to the form of statis- 
tical analysis adopted in the article, 
the idea of using a series of over- 
lapping 10-year periods from 1942 to 
1960 has a certain degree of merit, 
since it reduces the dependence on a 
single base year. However, it should 
be recognized that the middle years 
(i.e., approximately 1949-1958) have 
a far greater weight than the early 
years or the more recent years. For 
example, the year 1951 (being the last 
year of the 10-year period beginning 
in 1942, the next to the last year of 
the period beginning in 1948, ete., and 
the first year of the period beginning 
in 1951) appears in all ten compari- 
sons, whereas 1942 and 1960 are in- 
cluded in only one comparison. It 
would seem quite unrealistic to pre- 
sume that a company’s performance 
in 1951 should be given ten times the 
weight of its performance in 1960. 

These suggestions are intended to 
be constructive and to point out both 
(1) the broad perspective gained by 
long term analysis over both sides of 
a market cycle, and (2), the need for 
sound statistical methods. 

John B. Armstrong 
Philadelphia, Pa. 

Editor's Note: Mr. Armstrong was 
the author of “Measuring Mutual Fund 
Performance” which appeared in the 
May-June, 1960 issue of The Financial 
Analysts Journal. 


FIFTEEN YEARS AGO 
IN THE JOURNAL 


In order that the security and mar- 
ket analyst may improve his judg- 
ment, as to the state of the Nation or 
any of its component parts, at any 
given time, it is conceded that he must 
at least have his Ph.D. in economics, 
must be an expert in at least one par- 
ticular industry, and must know as 
much as the president of any given 
company—and just as soon. Include 
some 50 separate and intertwined in- 
dustrial groups, some 2,000 individual 
listed corporations, and encase all in 
our complete domestic economy; en- 
case that again in the world picture 
and you have a case for the specialist. 

Despite the fact that we really can- 
not know everything about everything, 
practically all advisory services and 
economic and market analysts do a 
very creditable job in bull markets, 
but bear markets are a challenge. Of 
course, the private investment coun- 
selor, serving a limited and more 
sophisticated group, undoubtedly can 
do better in a bear market than one 
writing for Street consumption; his 
shrewd judgment is rewarded only by 
holding the portfolio loss to less than 
average proportions. 

But what satisfaction is there in an 
investment portfolio which declines 
less sharply than the “average” in a 
bear market? If superior judgment 
can detect the end of a bull market, 
then surely an all cash position is 
called for, rather than an average of 
21% in cash and governments. 

—Irving Sitt 


R. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 


Prince Albert, George Washington 
Carter Hall 
smoking tobacco 


QUARTERLY DIVIDEND 


A quarterly dividend of 65c¢ 
per share has been declared 
on the Common Stock of the 
Company, payable June 5, 
1961 to stockholders of rec- 
ord at the close of business 
May 15, 1961. 

WILLIAM R. LYBROOK, 

Secretary 

Winston-Salem, N, C. 
April 14, 1961 


Sixty-one Consecutive Years of 
Cash Dividend Payments 
ee 
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SINCLAIR OIL CORPORATION °e 
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“Go and look behind the ranges...” xipiing 


The sun never sets on the oil seekers —the restless 
men whose rock hammers, seismographs and drill 
bits must find the oil the world wants. Growing 
demand for petroleum energy sends them roving the 
remote areas of the globe. Here two Sinclair geol- 
ogists scout above the Arctic Circle in Alaska. 


Last year Sinclair subsidiaries sought new oil and 
gas in many places. They found new fields in the 


U.S.A., Canada, and Colombia. They were encour- 
aged in Somalia, hopeful in the Sahara. In 1960, 
despite import and other restrictions, Sinclair’s liquid 
hydrocarbon output rose to the second highest point 
in history. Natural gas production set a record. 


Petroleum continues to be our prime energy source. 
Through its oil seekers, Sinclair is storing up reserves 
to meet the future’s insatiable demand for energy. 


AAPG-Sinclair salutes the American Association of Petroleum Geologists for 
furthering knowledge of the earth’s history and its application to petroleum 
prospecting. Founded 44 years ago, the AAPG—through its 15,000 members— 
stimulates testing and standardization of geologic procedures and encourages 
education in its field, thus helping build essential energy reserves. 


600 FIFTH AVENUE e 


NEW VORI20O,7 N.Y, 


— T's the living that makes New England 

so special. The kind of good living that attracts 
able people and makes New England one 

of the prosperous areas of our country, 

the home of four of Americas six 


fastest-growing companies. Come 
Wi 


ff 


roye 


Se 


ENGLAND Ali 


amma aA, 


join us in good living! — 


NEW ENGLAND ELECTRIC 


"SERVING TWO AND ONE-HALF MILLION PEOPLE IN A REGION WHERE DIVERSIFIED SKILLS BRING SOLID GROWTH." — 


